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BLADES. EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones: Clerkenwell 3636, 3637, 3638. 


Telegrams: “ Identical, London.” 
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THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835 
Paid-up Capital - - - - £4,500,000 
Reserve Fund - - - - £2,475,000 


Currency Reserve - - - £2,000,000 
Reserve Liability of Propricters under the Charter +£4,500,000 


£13,475,000 


COURT OF DIRECTORS : 
Pt en cleaner 
RIGHT HON, LORD ALDENHAM. F. V. C. LIVINGSTONE-LEARMONTH, Esg@Q., 
Cc. E. BARNETT, Eso. 1.8.0. 
J. F. G. GILLIAT, Eso RIGHT HON. THe EARI, OF MIDIETON, K.P. 
KENNETH GOSCHEN, Eso SASOLD ELAN, vated 
© G. HAMILTON. zac HORACE PEEL, E 
‘ , JOHN SANDERSON, ” Eso. 
r. R. JOHNSON, Es ARTHUR WHITWORTH, Eso. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


rhe Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 
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NEW BOOK BY PAUL EINZIG 


of Special Interest in Relation to the Lausanne Conference 


FINANCE AND POLITICS 


Being a Sequel to 


“BEHIND THe SCENES or INTERNATIONAL FINANCE” 


Price 7s. 6d. net. 
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HALIFAX 


The World’s Largest 


BUILDING SOCIETY 


LARGE INCREASE OF BUSINESS 
TOTAL ASSETS EXCEED &77,900,000 


ANNUAL REPORT OF THE DIRECTORS 


presented to the Shareholders at the Annual General Meeting of the Society, 
held at Halifax, on Monday, the 21st day of March, 1932. 


The Directors have great pleasure in submitting to the Members the Annual Statement of Accounts, 
showing the operations of the Society during the financial year ended the 31st January, 1932 


It is very gratifying to the Directors to be able to report that, in a year of continued depression in trade 
and industry, and widespread unemployment, and through a period of the greatest anxiety in the National 
financial situation, there have been very substantial increases in all departments of the Society. 


The following statement of the business at the end of last year, compared with the figures on the 
1st February, 1928, being the date of the union of the Halifax Permanent and the Halifax Equitable Building 
Societies, indicates the enormous expansion and development of the business of the United Society during 
the last four years, viz.:— 

Number of 
Open Accounts Invested Funds Assets Reserve Funds 


Feb. 1st, 1932 - 476,604 £75,137 ,211 £77 ,950,353 £2,813,142 
Feb. 1st, 1928 - 329,224 £45,520,281 £46,981 ,482 £1,461 ,200 


Increase in4 years 147,380 £29,616,930 £30,968,871 £1,351,942 


ASSETS. The Total Assets at the end of the year amounted to £77,950,353, an increase of £7,902,954. 

RESERVE FUND. The Reserve Fund, after providing for all interest and bonus allotted up to the date 
f the account stands at 42,813,142. 

INCOME. The Income for the Year, exclusive of investments realised, was £33,459,870. 

MORTGAGES. During the year there was a very heavy demand for loans upon mortgage of property, 


and the total amount advanced was £17,069,830. This sum is £176,758 more than the record sum advanced 
in the preceding year, and the average amount of advances completed each month has again exceeded £1,400,000. 


The number of new Borrowers was 30,383 compared with 29,543 in the previous year, and the average 
amount advanced on each Mortgage was £561 rhe total amount now owing upon Mortgages is £59,775,663, 
an increase during the vear of £6,872,879, and the total number of Borrowers is 152,035, an increase of 16,630. 

Of this total 77 per cent. are in respect of Mortgages where the debt does not exceed £500, and the average 

unt owing on all the Societv’s Mortgages is only 4393 each The Mortg accounts are again in an entirely 

factory condition, and there are no properties of Borrowers in the possession of the Society to be reported 
he statutory Schedule 

SHARE AND DEPOSIT FUNDS. The amount standing to the credit of Investing Shareholders and 
De positors 1s $75,137,211, an increase Of $7,352,400 

PROFITS. The net profit of the year, after payment of all expenses and Income Tax, and after providing 

r all interest due to Depositors and Shareholders up to the date of the Account, is £428,641. 


Directors recommend that there shall be distributed, in addition to the interest of £3 1os. od 
il is of £1 1os. od. per cent. upon the sum standing to the credit of Paid-up Shareholders, Class 1; an 
in addition to the interest of 43 1 od. per cent.. a bonus of £2 10s. od. per cent. to the Subscription Investing 
Shareholders upon the total amount paid by them up to the end of the preceding year. 


ACCOUNTS. The new account ypened during the year numbered 91,014, and the total number 


Shareholders’ and Depositors’ accounts open at the end of the vear was 476,604, an increase of 37,976. 


rhe Directors desire to congratulate the members upon the exceedingly satisfactory results of the business 
f the past vear, and upon the very strong financial position of the Society, as revealed by the Statement of 
Accounts. In every respect the Society has maintained and strengthened its pre-eminent position as by far 
he largest Building Society in the World, a distinction it has now held for over 29 years. 


ENOCH HILL, 


President and Managing Director. 
New Balance Sheet and Full Information Free on Application. 


HEAD OFFICE: PERMANENT BUILDINGS, HALIFAX. 


London District Office: 124, Charing Cross Road, W.C.2. 
London City Office: 62, Moorgate, E.C.2. 


LIVERPOOL: 37, Dale Street. GLASGOW: 119, St. Vincent Street. 
MANCHESTER: 130, Deansgate. BELFAST: 14, Donegall Sq. West. 


Over 360 Branches and Agencies throughout the Country. 
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DISCOVERY 


@. Over 400 years ago, Balboa crossed the 
Isthmus of Panama from the Atlantic Coast 
and discovered the Pacific Ocean. 


G, To-day, the Isthmus is traversed by the 
Canal, while other vital arteries of modern 
commerce are provided elsewhere by the 
great railway systems which link the two 


Oceans. 


@, The great and growing trading develop- 

ment of the New World is also largely 

dependent upon complete international bank- 
ing facilities, and these are afforded 


b / hips ae 
THE ANGLO-sOUTH 
AMERICAN BANK LTD 


1I7 OLD BROAD ST, LONDON, E.¢C.2 




















INTERNATIONAL TRUST | | THE TRAGEDY 
COMPANY LIMITED. OF THE POUND | 


Incorporated in Jersey (C.I.), 1922. 
SaRnnineEdiasintiaahaaiememeaepienanamie 


By PAUL EINZIG 


Commercial, 
Industrial, Mining, 


An account of the causes and 
consequences of the suspension 
Financial Issues. of the Gold Standard in Great 


Britain 
Londen O fices: 


DORLAND HOUSE, : 
14, REGENT STREET, S.W.1. Price ~- 7s. 6d. net. 


Representatives in Paris, Amsterdam, 
Madrid and Stockholm. 


CORRESPONDENCE 1VVITED KEGAN PAUL 


Telephone: Whitehall 9516 and 6650. 


Telegrams “ Intertrust, Piccy, London.” 68, CARTER LANE, E.C.4. 


Cables: Intertrust, London. 
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ae red | BREE INSURANCE 


INCORPORATED IN JAPAN 
FOUNDED 1683 


AGAINST 


RISK OF ERROR 


Capital subscribed Yen 100,000,000 


Capital paid up - Yen 60,000,000 
Reserve Fund - Yen 50,800,000 
Undivided P. y 2 —use Copper and Silver Bags with 
. —_ Yen 1,645,742 the “FRAUDPROOF” big holes 
a ae SEAM perforation, Cashiers can 


really see what they are receiving in 
a manner that is impossible with the 
old ‘small holes”’ bag. 

The fact that 75 per cent. of the 
Banks of Great Britain and the Irish 
Free State use ‘‘ FRAUDPROOF ”’ is 
significant criterion of their benefit !! 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Bombay, New 
York, Shanghai, Sourabaya 









—— saa wt Actual : : : Your local 
Photograph— a 
LONDON OFFICE: fron * nse 
° LARGE RGE can supply 
Winchester House, Old Broad Street, holes you 
3.2. 1] 
1] 
Telephone - - LONDON WALL 3221-2 | | || | 
9 ae 4239 | | | | 
Cable Address: “ MITSUIGINK. LONDON ’* 11 | | HI 
| 
| 





| | 
| 
holes are in 
j the “doubled” 
formerly | part of the 
—t 
BANCO DE LA NACION =—=it 
BOLIVIANA 
; ““L.B.C.”’ Super Quality Copper and 
een Pees Silver B ags are made from the finest 
OPERATES AS A CENTRAL BANK OF grade Mz milla; are guaranteed to 
ISSUE, DISCOUNT, DEPOSIT AND EX- the Mullen test; are rubber banded 
CHANGE THROUGHOUT THE REPUBLIC ‘ked in free cartons, 
OF BOLIVIA. in 50’s, and packec 
thus avoiding all waste, and reducing 
Authorised Capital Bs,30,000,000 shipping charges. : 

i i > ree Si les to-day an 
Paid-up Capital - Bs.25,687,075 Send for free samples to-day an 
Reserve Fund - =e Bs.6, 155,826 Look for the big holes in the seam— 

Telegraphic Address: “‘ NAVIANA.” -~ are your protection, and cost you 

NOTHING!! 
* Head Office: LA PAZ. 


BRANCHES : 
Cochabamba, Oruro, Potosi, Riberalta, Santa 


ruz, Sucre, Tarija, Trinidad. 


Specially prepared to grant facilities for the 

DEVELOPMENT of the ECONOMIC RELA- 

TIONS between the REPUBLIC OF BOLIVIA 
and all FOREIGN COUNTRIES. 


The Bank grants special facilities to Travellers 
proceeding to Bolivia. 


CORRESPONDENCE INVITED. 





LANCASTER 


BROTHERS & COMPANY 
CASH BAG SPECIALISTS 


SHADWELL STREET 
BIRMINGHAM 





ACKWORTH SCHOOL 


Near Pontefract. 


Established 1779 and conducted by the Society of Friends for Boys and Girls) 


Headmaster: W. ARTHUR COOPER, M.A., M.Sc. 
Headmistress: MARY F. HARTLEY, B.A. 


A good Education is the foundation on which sound work in the professions and 
commercial life must be based. Matriculation and Post Matriculation courses. 


Old Scholars’ Association membership 2.469. 


Good health; open-air country life; new milk from the School farm; fresh 
vegetables and fruit from the School gardens; extensive playing grounds and 
fields in own estate of 337 acres; covered swimming bath; large gymnasium: 
workshops; leisure hour pursuits; art rooms; own laundry. ; 


New Illustrated Prospectus from Secretary. 





Over 10%, per annum PITMAN’S | 


Guaranteed for Life BANKING FOR 
This io she este ol son vege wh ase sand ADVANCED STUDENTS 


62 can obtain for life on capital invested with the 
CONFEDERATION LIFE ASSOCIATION, By Percy G. H. Wooprurr, Cert.A.LB 
the old-established Annuity Office, which has funds \ d yapeinrts 
exceeding £18,000,000 under the direct supervision ' 
»f the Canadian Government. 





comprehensive textbook, especially 
valuable to candidates preparing for the 
Institute of Bankec’s Examinations 
Part II) in Banking Law and Practice. 
“Exceptionally useful to advanced | 





The return granted on capital invested at other ages 
b » both male and female annuitants is equally liberal, as 
will be seen from the following examples of the life 


income which each £1,000 invested will secure. Any students. Bankers’ Magazine. 
sum from £100 upwards will secure a proportionate 7s. 6d. ne’. 
income. 


Seman marche Mecfectndsoteeceene; ||| DICTIONARY OF 
| BANKING 





Annuity payable Annuity payable 

Yearly. FEMALE Yearly. By W . — ‘ : 
1 | »>v WiiLtaAM THomson, Bank Inspector. 
- £83 15 1) Age 55 - £7417 0 With a Section on The Irish Land Laws 
- £95 4 9 Age 60- £83 8 1 a 
- £110 14 10! Age 65 - £9512 1 and their Relation to Banking, by Ceci 

- £132 19 7|Age 70 - £113 15 4 H. H. FeNnNett. 
: : Phis encyclopedia of banking law and 
Specially cay onan, se aeeutne those in practice contains hundreds of articles 
™ F P ; ; ziving detailed information on all the 
rite to-day for a personal quotation, various matters in which bank officers 


siving exact date of birth : and students of banking are interested. 


CONFEDERATION Seventh Edition. 754 PP. 30s. net. 


Association |. ] FE of Canada 7 ie oe eee a | 
acme nea SIR ISAAC PITMAN & SONS, Lid. 
BUSH HOUSE,ALDWYCH,LONDON,W.C.2 PARKER STREET, KINGSWAY, W.C.2 


FUNDS EXCEED £18,000,000 
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and conducts every description of Banking Business connected with New Zealand. 


ARTHUR WILLIS, MANAGER. 
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AT THE NATIONAL PROVINCIAL BANK, PRINCES ST., LONDON 


Two examples of the Anti-Blowpipe Watertight Doors 
provided by John Tann Ltd. for the main treasury, safe 
deposit, and other strongrooms at the magnificent new 
premises of the National Provincial Bank, opposite the 
rebuilt Bank of England in which John Tann Bullion Vault 


Doors have also been installed. 


The doors above illustrated provide the highest degree 
of practical security at present attained in this country. 
They are fitted with John Tann’s new patent clenching 
mechanism, which is a great improvement in efficiency 
and convenience of operation upon the system applied 


to Crane-hinged doors. 


JOHN TANN LTD., 117 NEWGATE ST., LONDON, E.C.1 
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A Banker’s Diary 


Mid-February—Mid-March 


THE weeks following the first reduction of Bank rate, 
from 6 to 5 per cent. upon February 18, proved unusually 
eventful. Money was extremely easy 
™ Money throughout the whole period. Rates ran 
arket . 
at times down to 2 per cent., and frequently 
balances remained unlendable. Bill rates, too, were very 
weak, and the new Bank rate of 5 per cent. quickly 
became ineffective. By the end of February “ hot ” 
Treasury bills were quoted as low as 23 per cent., and 
prime bank bills at 3 per cent. The Treasury bill tender 
rate on February 26 was as low as £3 5s. 5° -22d. per cent., 
and heavy outside applications, including large tenders 
on foreign account, brought the total volume of applica- 
tions for the {40-0 millions of bills on offer up to £61-6 
millions. 


In March money became still more plentiful, namely as a 
result of the operations necessitated by the repayment 
of the Treasury credits described below. It 

ee was therefore confidently expected that a 

eas sar further reduction in Bank rate would have 

been made upon March 3, and considerable 

surprise and disappointment were expressed when the 
authorities failed to make any change. The fact was that 
the strength of sterling, the repayment of the Treasury 
credits and the removal of the restrictions upon foreign 
exchange dealings, all of which happened in that week, 
between them created such a feeling of optimism in the 
City that if they had been accompanied by a reduction 
in Bank rate, there was a danger of things getting out 
of hand. The following week, however, discount rates 
fell to 2;4; per cent. for Treasury bills, and sterling also 
began its sharp improvement. In these circumstances it 
was urgently necessary to reduce Bank rate, both because 
the 5 per cent. rate had become meaningless, and also to 
discourage the further influx of foreign short money. 





A BANKERS DIARY 3 
On March 10, therefore, the rate was reduced from 
5 to 4 per cent., and a week later to 34 per cent. 


On March 4 the Treasury repaid $150 millions of its credit 
for $200 millions arranged in New York last August, 
and Frs. 1,600 millions of its Frs. 2,500 

The millions Paris credit arranged at the same 


Seay time. As these credits did not fall due 
Repayments until next August, the news of these repay- 


ments several months ahead of time created 
a very favourable impression both at home and abroad. 
It was later announced that arrangements had been made 
for the immediate repayment of the balance of the New 
York credit, which, however, is to remain open, but the 
outstanding Paris credit is in a form which precludes re- 
payment before its maturity. The actual repayment by 
the Treasury necessitated several important operations 
involving the Bank and the money market, and also an 
increase of {54-0 millions in the floating debt. Most of 
this increase took the form of additional advances from 
Public Departments, but {7,250,000 had to be borrowed 
on Ways and Means from the Bank of England, and the 
Treasury bill issue was increased by {11-5 millions. In 
consequence, bankers’ deposits at the Bank rose during 
the fortnight ended March g from {67-9 to {93-6 
millions, and this explains the abundance of money 
during the early part of March. The following week the 
Bank was repaid, and bankers’ deposits consequently 
contracted to a more normal size. 


THE main event of the past few weeks has been the 
sudden improvement in sterling from just under $3-50 
. _ first to $3-77 and later to $3°64. Though 

ad rm in part due to speculative operations, this 
recovery had for a long time been antici- 

pated both at home and abroad, for the restoration of 
British financial stability has had the inevitable result of 
bringing back to London much of the funds that were 
withdrawn last year. For a time this movement was 
offset by the purchase of francs and dollars needed for 
the redemption of the Bank and Treasury credits, and 
even after these had been covered, it is probable that 
further devisen was purchased by the authorities, both 

B 
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to provide a reserve of foreign currencies against any 
future emergency and also to prevent too rapid an 
improvement in sterling. There were, however, obvious 
limits to such purchases, and apparently these had been 
reached by early March. It was the cessation of these 
official operations that left sterling free to rise, and 
for a few days the rise was swift enough to create several 
difficult problems. Fortunately a warning was at once 
given by the Chancellor of the Exchequer that too great 
or rapid an improvement, based on purely speculative 
forces, would not be tolerated, and up to Easter the rate 
fluctuated within more reasonable limits. 


THE February. averages of the ten clearing banks show a 
further substantial decline in deposits from £1,714-0 to 
£1,658-6 millions. Discounts have simul- 

The February taneously contracted from £239:3 to £207°5 
——— millions, so it is clear that the collection of 

an 

revenue and the redemption of Treasury 
bills out of the proceeds have made further 
inroads on the banks’ resources. Cash has fallen from 
£179°8 to {172-8 millions and call money from {117-3 
to {109°8 millions. Advances are hardly changed at 
£902°3 millions, against {904-9 millions in January, but 
investments were reduced from £283: 4 to {279-6 millions. 


Averages 


LARGELY owing to forestalling of the general tariff, 
which came into force on March 1, February imports 
showed an appreciable increase over the 
February preceding month, for they totalled {70-1 
Overseas 1: ; me . 
Trade ‘Millions, against £62-3 millions in January. 
Seven millions of this increase came within 
the category of manufactured goods, and raw materials 
failed to record any change for the better. Exports of 
British goods fell by one million to £30-0 millions, but it 
must be remembered that February was a short month. 
Even so, our export trade is lacking in resilience, and it 
is becoming clear that British manufacturers and traders 
are becoming chary of consigning goods to countries 
where exchange restrictions are in force, and where they 
have already experienced difficulty in obtaining payment. 
This is a problem which is growing in urgency every day. 
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IN view of the close connection between the world 
trade and financial depression, and the problems of 
reparations and war debts, Lloyds Bank 

Franco- are to be commended for the latest 
ee contribution they have made towards the 
Relations SOlution of these tangled problems. This 
consists of the publication of a supple- 

mentary issue of their Review dealing specifically with 
Franco-German economic relations, and which consists 
not of an expression of opinion by the bank itself, but 
of a collection of authoritative views not only from this 
country, but from France and Germany. In many ways, 
greatest interest attaches to the views of Professor 
Schumpeter, of Bonn University, who writes from the 
German standpoint, and M. Jenny, the Financial Editor 
of Le Temps, who presents the French view. The most 
important and encouraging impression left by these two 
articles is that their writers are able to find an unex- 
pectedly wide area of common ground. Thus M. Jenny 
recognizes that reparations must be scaled down, and 
says that France “is ready to reconcile her legitimate 
claims with international economic necessities.” Pro- 
fessor Schumpeter equally admits that in principle some 
reparations must be paid, but envisages the possibility 
of the complete payment of France’s “net share in 
kind if the amount were a moderate one.’”’ Both writers 
place on record the considerable rapprochement between 
French and German industrial and commercial interests 
that is now rapidly taking place, and both regard this 
movement as being in the highest interests not only of 
their respective countries but of the whole world. The 
economic aspect of the reparations question is summed 
up by Sir Arthur Salter, who puts forward a tentative 
solution. This consists, firstly, of an extension of the 
moratorium, preferably for a period of about four years; 
and secondly, an immediate reduction in the annuities 
to a figure which he tentatively places at Mks. 400 millions 
—and it may here be interpolated that he arrives at 
this figure by scaling down the Young Plan unconditional 
annuities of Mks. 600 millions in rough proportion to the 
fall in world gold prices since the date of the Young 
Plan. Thirdly, he suggests the extension of deliveries 
in kind, and fourthly, he suggests the payment of the 
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balance of the annuities in the form of ordinary shares 
in German railway and industrial concerns. These 
proposals have the great merit of being constructive, 
even though they may be too specific, and may not 
command universal consent, especially from the great 
body of opinion in this country which favours complete 
and immediate cancellation. Again, the American 
view-point is lacking, though the bank propose to 
remedy this in an early issue of their Review. Even so, 
the publication represents a notable contribution to the 
cause of world peace and world reconstruction, and we 
are glad that one of our great banks should have 
sponsored it. 


The Future of the Pound 


T is no exaggeration to say that the events of the 
| EX few weeks have been momentous in the extreme, 

so much so that they have had a profound effect both 
upon our financial position and upon our monetary 
policy. Until the middle of February our attention was 
rightly directed towards maintaining the value of the 
pound and restoring our financial stability, but since 
then a rapid succession of events has made it clear 
that the situation has changed round completely, and 
that for the moment the problem is to prevent too rapid 
an improvement in the pound to the detriment not only 
of the stability of our currency but of our whole economic 
life. These events are described in detail in the Banker’s 
Diary, and it is only necessary to summarize them 
here. In brief they comprise the repayment of the 
whole of the Bank’s and the bulk of the Treasury’s 
Paris and New York credits, the removal of the restrictions 
upon foreign exchange dealings, the withdrawal of the 
unofficial embargo upon foreign travelling, the three 
successive reductions in Bank rate from 6 to 5, from 5 
to 4 and from 4 to 3} per cent., and the development of 
extreme ease in the money market and disproportionately 
low rates in the discount market. 

This sequence of events must be viewed in its proper 
perspective. In essence they are all symptoms of two 
underlying changes. The first is the restoration of world 
confidence in London’s financial stability. The second 
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and consequential change is the return to London of 
much of the world’s short money whose withdrawal last 
year knocked us off the gold standard. The first is clear 
gain, but the second may easily become an unmitigated 
nuisance. 

There is no doubt that one of the main menaces to 
world stability during the past few years is the existence 
of this huge mass of nomadic short money, variously 
estimated at amounts of the order of £200 millions. In 
part it consists of those floating balances which every 
prudent banker legitimately keeps, and its presence in 
London has been to our profit in the past and will be so 
again in the future. There is to-day, however, another 
large mass of money which ought to be employed pro- 
ductively in long term channels, but which through a 
very natural lack of confidence on the part of its holders 
is now kept in liquid form. It is this “ timidity money,” 
as it has well been described, which is the real menace. 

The remedies against the menace fall into two main 
parts. First come the immediate remedies which admit 
the existence of the menace and seek to deal with it in 
all its magnitude. Here we must recognize the nature 
of our current problem. There has been a sudden demand 
for sterling only comparable in size with the offerings 
of sterling which broke the pound seven months ago. To 
meet this demand and at the same time to prevent a 
rapid and artificial rise in the pound the authorities 
first absorbed all the Devisen needed to cover the Bank 
and Treasury credits, and then continued to absorb 
further offerings of Devisen to the limit of their capacity. 
When that limit was reached, they had to stop, and the 
March rise in sterling automatically followed. Now it is 
obviously not the function of the Bank of England to 
act as the repository of vast supplies of Devisen, and it 
could not do so without being hampered in the discharge 
of its normal duties as custodian of the note issue and 
regulator of our monetary system. On the other hand, 
it is not easy to see what else the Bank can do by itself 
to arrest a speculative bull movement in sterling. The 
Bank cannot buy gold, except at a loss, for unless and 
until the pound is revalued, every ounce of gold it buys 
can only be entered in its books, not at its current purchase 
price, but at its mint parity price of 77s. 10$d. per 
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standard ounce. The Bank, it is true, can and has 
lowered its rate to a point where the return on sterling 
bills and balances is relatively low, but so long as foreign 
centres were expecting an appreciation of Io per cent. 
or so in sterling in the space of three months, the running 
return on these holdings of sterling was not of practical 
importance. 

Other immediate remedies, therefore, have had to be 
applied, and have proved partially successful, for after 
sterling had risen in a few days from $3-49 to $3-77, 
it was forced back again to $3-62 and for a time held 
there. The first remedy was Mr. Chamberlain’s warning 
in the House of Commons that the Government did not 
desire to see the pound forced up to a rate which would 
be injurious to industry. This statement, by itself, must 
have given a serious check to speculative operations. 
Next came the appearance in the bullion market of an 
“unknown buyer,’’ who is generally supposed to be the 
Treasury. If so, this is a skilful movement, as unlike the 
Bank, the Treasury can buy gold and hold it at its current 
market value, without immediately having to write it 
down to its mint parity value. It is needless to add that 
the more Cape and Indian gold the Treasury buys, the 
less there is to be bought upon foreign account, and so 
the less becomes the foreign demand for sterling. Next 
the Treasury has succeeded in repaying to the Bank the 
Ways and Means Advances arranged to finance the 
repayment of the Treasury credits in early March, and 
this has enabled the Bank to take part of the surplus 
funds off the market, and so to increase its power of 
control. The fact that the pound was for a time 
held at a stable rate of exchange shows that up to a 
point these remedies proved successful. 

Still the situation can hardly be called secure, and 
indeed it is not impossible that the shock caused by 
M. Kreuger’s death induced foreign centres to call 
in some of their sterling, and so helped to steady the 
rate. Such an occurrence was clearly fortuitous and its 
influence is likely to be temporary. As our Paris corre- 
spondent too points out, French private balances have 
already been taken away from London, and so the weight 
upon the pound has ceased to operate. The danger is lest 
a further bull movement in sterling breaks out of an 
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intensity that will force us to stabilize the pound before 
we are ready to do so, because it is only after the pound 
has been stabilized that the Bank will be able to buy 
gold. Hence it is advisable to look for further remedies, 
and here it is suggested that the joint-stock and other 
banks could do something to aid the Bank. Firstly they 
could do their best, by refraining from quoting attractive 
and competitive rates, to deter the transfer to London 
of foreign balances and their lodging with British banks 
upon fixed deposit; and there is good ground for 
believing that they are doing so to-day. Next they might 
consider taking over part of the Bank’s Devisen and 
holding it on their own account as part of their cash 
reserves. By so doing they would not only ease the 
Bank’s assets, but could also by exchanging their own 
deposits at the Bank for the Bank’s Devisen do something 
to reduce still further the existing plethora of funds in the 
London money market and so assist the Bank to regain 
control. The combination of a 4 per cent. Bank rate and 
a “hot ” Treasury bill rate of 24 per cent., such as existed 
in the middle of March, is not calculated to maintain 
reasonable or equitable conditions in the money market. 

We come now to the next group of remedies, which 
are of a long-term character. These are directed towards 
breaking-up and reducing this uncontrollable and dan- 
gerous mass of short-money and towards diverting part 
of it into long-term channels. They are equally directed 
towards the revival of British industry. The suggestion 
here put forward is very simple. It is nothing less than 
the creation of a state of affairs in which the owners of 
this “‘ timidity money ” should become willing and eager 
to invest it at long-term in British industrial concerns. 

Two things are here necessary. The first is that British 
industry should be restored to a sound and profitable 
basis. This involves a drastic cleaning up of balance- 
sheets, the recognition and cutting of past losses, and 
the removal of many years’ accumulation of dead wood. 
The process has long been necessary, and is bound to be 
painful. Yet, quite apart from the particular objective 
now under consideration, it is one that ought to be put 
inhand. Finally it represents another and most important 
task for the banks, and one for which they will require all 
their courage, skill and determination. 
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The other necessity is a reconstitution of the London 
capital market. Hitherto our Issuing Houses have been 
accustomed to mobilize British capital for employment 
abroad. At the moment there is little scope for this form 
of activity. Our Issuing Houses should to-day direct 
their energies to the mobilization of all liquid capital, 
both British and foreign, for employment in British 
industry. The tentative efforts made some time ago by 
Securities Management Trust and the Bankers Industrial 
Development Company should be renewed and redoubled, 
not by ad hoc semi-official bodies, but by the whole force 
of the City of London all along the line. We alone possess 
to-day the full confidence of the financial world. Let us 
use it, to solve the world’s problems as well as our own. 
If we do this, we will not only bring fresh capital into our 
own industries; we will destroy what has to-day become 
one of the most dangerous menaces to world financial 
and monetary stability. 


Theoretical Aspects of Banking 
Reorganization in Debtor 
Countries 
By Thomas Balogh 


HE German emergency decrees of December, regu- 
lating prices, incomes and interest rates; the 
imposition of further restrictions on foreign exchange 
dealings and foreign trade; the conclusion of a new 
‘“ Stillhalte’’ agreement freezing the short-term debt 
position for a further year; and the reorganization of the 
big joint-stock banks under generous State help in 
Germany, are the outward signs of a growing artificiality 
of a situation which, with some qualifications, can be 
regarded as typical of the whole of Central Europe. 
After the unfortunate experiences during the last decade 
with State interference in economic life, one is tempted 
to question the soundness of this tendency towards ever- 
increasing State regulation, and to hope that an artificial 
control should not be maintained longer than is strictly 


It, therefore, seems well worth while to inquire into 
the developments which have led up to the present 
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breakdown and into the possibility of restoring such a 
state of affairs as will permit of the normal movements 
of capital and operation of the capitalist system. 

The valuable publication of the League of Nations on 
Commercial Banks, which has just been issued, clearly 
shows the dangerous tendencies in banking which have 
led up to the present unprecedented breakdown. The 
huge post-war inflation left the Central European coun- 
tries with a banking mechanism too large for normal 
requirements. At the same time, costs had been very 
much increased by the rigid and even monopolistic 
fixation of salaries, which in many cases were determined 
by current legislation. Moreover, apart from questions 
of prestige, liquidation was often made impracticable by 
the legal necessity of having to pay heavy compensation 
to dismissed staffs. Mainly because of these reasons, 
the banks were unable and unwilling, after the great 
inflation, to increase either their capital or reserves to 
the degree needed to maintain the rate of profits on their 
own capital. Still the growth of the banks and the 
concomitant spread of individual credit risks over the 
whole field of economic activity made for increased con- 
fidence. Thus, while the ratio between their capital and 
liabilities steadily decreased (in Germany to about one- 
third of the pre-war level), the banks felt quite comfortable. 

As long as the initial impetus of the stabilization 
loans was still effective and foreign capital was streaming 
into these countries in amounts surpassing their own 
savings, as long, therefore, as an unprecedented expansion 
could be maintained in the whole economy, the intrinsic 
dangers of this development did not become apparent. 
For example, when special misfortunes reduced the 
number of the Vienna Banks, they were taken over by 
the remainder apparently without any further untoward 
repercussions. 

At the same time, this influx of long-term funds 
profoundly changed the whole economic structure of the 
countries concerned. Had their economic development 
of the last decade been unobstructed, the growth of the 
national income and the volume of savings consequent 
on the increased investment of foreign loans would, in 
the long run, have by themselves made the new capital 
structure independent of the continuation of the flow of 
capital imports. But, for various reasons which have 
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been more fully discussed elsewhere, this evolution was 
conspicuously absent in Central Europe, with the result 
that behind the smoke-screen of the capital influx, 
another false prosperity was being created. Thus, the 
general instability of the world price system, due mostly 
to the American inflation, was transplanted to and at 
once intensified by Central Europe. There again, the 
position was made even more dangerous by the accelera- 
ted accumulation of external and internal commitments. 

The sudden cessation of foreign lending under such 
circumstances, even without the fall of the price level, 
would by itself have presented an almost insuperable 
problem. Even the internal mobilization of interest on 
the outstanding foreign loans, which in the case of some 
countries equalled, by the end of the boom, the total 
amount of their savings, might have been impossible. 
It might have in itself caused such changes in the 
economic structure as would have destroyed at least a 
part of the money capital invested under wholly different 
conditions. The additional losses due to the difficulties 
of transferring the interest abroad would have acted in 
the same direction. 

Perhaps the most serious aspect of this dangerous 
situation was that in many cases the banks were led 
to step into the breach when it became clear that further 
long-term loans could not be floated. Fearing that a 
refusal to advance further credits would endanger their 
previous advances, the banks did not follow a rational 
policy of granting loans only for profitable uses and 
against full security, but tried to protect their balance 
sheets by preventing bankruptcies. Thus, to an increasing 
degree, losses became financed by new bank loans. The 
concentration in banking, the control of most of the 
internal, and in later days also of the external, savings 
supply, led in fact to the establishment of an autocratic 
and non-economic direction of capital which alone 
rendered possible maintenance of most unsound positions 
as long as short-term loans were forthcoming. Political 
pressure bent on the maintenance of employment obstruc- 
tedthe shutting of losing enterprises. Inabilityto grasp the 
full significance of the situation and to supervise the 
whole range of activities was an additional cause of the 
final breakdown of the banks. 
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The importance of the banks in Central Europe, 
however, as intermediaries between savings and invest- 
ments increased very much during the last decade, while 
the equity basis of industry steadily diminished in the 
whole range of economic life. The growing top-heaviness 
of the situation at the end of the boom, and the frantic 
endeavour of the banks to postpone liquidation, steadily 
narrowed the margin between the full earning power of 
industry and the amount required for the service of the 
advances of banks. Therefore, the ‘“‘ soundness ”’ of the 
assets, even from the point of view of current earnings— 
omitting the possibility of complete short-term liquida- 
tion on the scale demanded last summer, which is, under 
any circumstances, out of the question—became more 
and more impaired. 

In the absence of adequate banking capital and of in- 
dustrial equity capital, the depositor became more and 
more an entrepreneur whose deposits in fact represented a 
participation in speculative industrial ventures. The 
security of bank deposits depended on an active industrial 
expansion, if not over-expansion—and so on the continua- 
tion of capital imports. This position inevitably became 
precarious as soon as economic conditions worsened, the 
available flow of savings decreased, prices fell and selling 
abroad became more and more impossible. 

A liquidation could only take place by letting the 
depositors face the actual position. In that case, either 
the whole banking structure had to be allowed to collapse 
in order to allow a writing-down of the liabilities of the 
banks in relation to the actual value of their assets, or else 
a devaluation would have had to be attempted. The only 
other alternative was the preservation of the old nominal 
debts by freezing the banking structure, in the hope that 
in course of time it would be thawed out by a regeneration 
of the earning power of assets. 

The plan of the German Government, however, does 
not concern itself with these far-reaching consequences. 
It does not envisage the fact that banking reorganiza- 
tion means that interest and amortization must be 
forthcoming for deposits which owing to the greatly 
changed circumstances, and in particular to the cessation 
of influx of foreign capital, have ceased to be self- 
remunerative. The plan writes down realized losses 
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mainly by creating new State bonds, i.e. by book-keeping 
entries and by the Central Bank putting at the disposal 
of Banks purchasing power which had been withdrawn by 
deflation at a terrible cost. Finally, it does not envisage 
what will happen when the State’s guarantee of the 
banks has to be implemented in favour of the banks’ 
creditors. 

Had the Central European countries only internal 
debts such procedure could not be regarded as quite as 
dangerous. It would simply mean that by a _ book- 
keeping entry the profits of a future period, the re- 
appreciation of the assets, had been anticipated, a 
procedure which is without doubt followed throughout 
the world. If profits and re-appreciation on that scale can 
be anticipated, this will mean nothing more than a redis- 
tribution of the national income in favour of rentier 
income which might have very grave social consequences 
but which economically—in so far as it might stimulate 
savings—can be quite wholesome. If the trend of events 
is not quickly, substantially reversed, it is, of course, 
wholly out of question that costs could be reduced to 
the necessary extent. The reduction of costs in the 
prevailing deflationary atmosphere gives rise to reper- 
cussions which tend to reduce business activity still 
further. If, on the other hand, the maintenance of the 
banking structure is concomitant with a loss regime 
because costs cannot be reduced sufficiently or because 
the interest on bank deposits is consumed, then such a 
maintenance cannot forestall an eventual consumption 
of the capital or inflation. Its acceptance or rejection 
would be, therefore, only a problem of expediency and 
not of principle. 

It is the amount and relative importance of the 
foreign deposits which must decide the issue. The 
guarantee in that case means that internal incomes are 
taxed for the sake of foreigners without the compensa- 
tion of the proceeds of the tax being re-invested in the 
country. The payment of the service of wneconomically 
invested foreign credits means hardly less than the payment 
of political debts in its effect on the internal economic 
position. 

The success of a plan to avoid a reconstruction of the 
fixed charges depends on the capacity to pay of debtors 
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in general and on the difference between the amount of 
savings available for investment without the influx of 
foreign capital and the amounts which were previously 
received from other countries. 

At the present moment no capital repayments of any 
kind are being effected, and in some countries even the 
transfer of interest is suspended—and quite rightly so 
as the transfer difficulties would cause much more harm 
in the debtor nations than the gain of the creditor could 
possibly be. The whole position thus is completely 
artificial. The deadlock, of course, will not be in any 
way ameliorated by the reconstructive measures now 
put into operation in Germany. In so far as before the 
regulation of the reparations payments the capacity to 
pay other debts cannot be ascertained, it would be very 
unreasonable to ask too much at once. 

It seems, however, that this measure involves in its 
train other similar measures of a far-reaching importance. 
The German State is now directly or indirectly the 
greatest individual shareholder of the banks. The ratio 
of the banks’ capital to liabilities has not been increased 
by strengthening the cash position. Future losses arising 
out of further liquidation could have barely been made 
fully provided for as far as any estimates can be made 
by comparing the volume of now available savings with 
the amount of external liabilities. The example of 
more recent industrial reorganizations only increases the 
distrust in this direction. It must be remembered that 
last year’s repayments of foreign capital were effected, not 
out of current surplus, but out of capital reserves, now 
exhausted. The banks, therefore, can hardly bear the 
brunt of a further deterioration of the position. The 
solvency of the debtors remains essential to the solvency 
of the banks. It is very probable, therefore, that there 
will be a tendency to make use of State help in other 
industrial reorganizations. Thus, instead of the capitalistic 
method of clearing the way for recovery by bankruptcy, we 
might well see an increased State participation in industrial 
enterprises in order to safeguard the position of the banks. 
The end of such a development and its consequences 
cannot be foreseen. Social and not economic considera- 
tions must be in the main decisive for the operation of 
this system, comprising, at least temporarily, the worst 
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units of the economic structure. And as in some countries 
the difference between the pre-crisis and post-crisis 
position is tremendous, a State socialism of a most 
disturbing magnitude and potentialities must be envi- 
saged, except in the most unlikely contingency of a 
renewal of the influx of foreign capital. This system of 
State socialism, however, will not be founded on planned 
saving and investment, a system which might conceivably 
work, but on promiscuous spending and covering losses 
by new State loans; or the direct way to pauperization 
and chaos. 

It is doubtful, therefore, whether the formal comple- 
tion of the German banking reorganization at this 
juncture ought to be regarded with favour. The possi- 
bility of an external run has been forestalled by the 
Stillhalte agreements. No internal drain has been 
experienced by the banks in the last few months. The 
formal reorganization, therefore, was not urgently needed. 
A policy of temporizing was the only possible policy at 
the moment. A forcing of the issue at this most un- 
favourable juncture, an attempt to restore the free 
working of economic forces in this period of extreme 
distrust and deflation would certainly cause a wave of. 
bankruptcy, and a disintegration of the body economic 
on an unheard of scale. But the measures now put 
into operation can hardly be regarded as temporizing, 
like the emergency decrees of December, or the restriction 
of foreign exchange transactions. They, moreover, mean 
a weakening of German bargaining power. A further 
concentration of banking under State auspices and 
guarantees must increase the dangers of the monopolistic 
credit policy of further maldistribution of the scant 
savings, and discourage direct investment so vital for 
the regeneration of a healthy capitalism in Central 
Europe. It is only if the creditor countries are able and 
willing to give a monetary fillip to economic activity, and 
to break the vicious circle of deflation on the reflationistic 
tack that any scheme involving a more or less complete 
maintenance of the old gold banking structure can be 
accepted. It cannot be discussed here whether such 
procedure is feasible—or even desirable. It could be 
argued that an expansion sufficient to mobilize the 
frozen debts in their entirety does not mean the stopping 
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of deflation, but the beginning of inflation. At any rate, 
debtors cannot base their policy on expectations whose 
fulfilment is wholly beyond their scope of influence. 
The vacillation between inflation and deflation cannot 
continue very much longer. The German plan can 
hardly from this point of view be acclaimed, as it is 
both premature and not sufficiently thorough. 

As a matter of fact, it can hardly be doubted that a 
more or less large part of the fixed claims on Central 
Europe (including political debts, of course) will have to 
be—at least temporarily—reduced or defaulted upon if 
it is not transformed into equity claims (which, as far 
as current interest service is concerned, is of the same 
effect). If political debts are wiped out to a sufficient 
degree, part of this reduction (through Government 
guarantees) can be used for the payment of the service 
of private loans which, under present circumstances, 
must be regarded as lost. As the reparation creditors 
and private creditors are not identical, it has yet to be 
seen whether those who are predominantly of the first 
type will give up their claims in order to strengthen 
those of the second. 

The most satisfactory way to proceed with the 
reorganization of the private capital structure would be 
the transformation of at least part of the foreign claims 
into prior charges with flexible interest, which automatically 
registers the changes in the capacity to pay of the debtors, 
which does not necessitate continuous negotiations, but 
which, on the other hand, does not overburden the debtor 
and stand in the way of his recovery. In the case of the 
foreign liabilities of banks, this could be done by 
organizing joint holding companies to which part of all 
claims and liabilities could be transferred. Thereby the 
debtor would be freed from being driven into liquidation 
at this most unfavourable juncture, and from the pressure 
which is to-day necessary to effect the real transfer of 
the interest payments alone, and which is threatening to 
set the avalanche of liquidation, and of bankruptcy, 
rolling ; the creditor, however, would retain a share in the 
future of the debtor, and in the case of an ultimate 
recovery would not be definitely outwitted as has hap- 
pened so often in earlier days. The long-term credits, on 
the other hand, could be dealt with by making the 
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interest rate dependent upon some kind of prosperity 
index. Any merely temporary alleviation or postpone- 
ment of the solution without such a reorganization is 
far too dependent on a quick recovery of the gold 
price level which can be hoped for but cannot be counted 
upon, and which, moreover, would be as much furthered 
by the above measures in so far as they reduce the pressure 
of the debtors on the world price level as it is retarded 
by the present promiscuous planless deflation and 
uncertainty. A transfer moratorium can in no way 
bring about a solution as it accumulates amounts in 
blocked accounts at the central bank whose ultimate 
real transfer thereby is not in the least prepared. The 
end can hardly be doubted: increased uncertainty ; 
default, as a consequence of deflation; or a breakdown 
after inflation. 

It is only after the external liabilities of the debtors 
—individuals and states—have been brought into some 
relation to their several capacities to pay that the problem 
of internal reorganization in the debtor countries can be 
tackled. At this moment, if the whole of the external 
liabilities are exacted,the debtors would become bankrupt, 
because of the unwillingness of the creditors to accept 
payment in goods as well as because of the prevailing 
atmosphere of distrust and deflation the world over, 
no matter what policy is followed by the debtors to 
accomplish the transfer of payments. A deflation to 
bring about the necessary shifts in incomes and thus in 
production and consumption as well as in foreign trade 
must bring down the capital structure internally. A 
depreciation without debt revision would do nothing 
else. It would not raise prices in terms of the debts 
contracted and would not, under the present restrictions 
on foreign trade, help the transfer problem. Thus it is 
worse than useless to force the issue at this moment, 
as the outcome can be only one: bankruptcy and chaos, 
which were avoided at the price of such terrific sacrifice 
last summer. 

As soon as the external debts are transformed into 
flexible liabilities, the internal situation can also be 
reorganized. The deflation which step by step reduced the 
value of assets in terms of liabilities, and which steadily 
increased the disequilibrium between prices and costs, 
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then might be arrested and the damage repaired to some 
extent, while the internal creditors’ position could be 
equalized with that of the external and foreign trade 
freed from the present necessity for artificial regulation 
by a devaluation without causing a renewed pressure on 
gold prices and an increasing depreciation which, because 
of the pressure prevailing, would at present be the case. 
A reduction of the rate of interest decreed in Germany 
last December as a general measure of alleviation can be 
regarded as an equivalent to depreciation only with 
respect to long-term debts. In the case of bank credits, 
such a measure, whilst alleviating the burden of old 
debts, has far-reaching consequences on the amount and 
distribution of new savings. Instead of directing this 
flow to the most profitable—and thus most urgent— 
it gives rise to further maldistribution. The artificial 
lowering of the rate of interest does not mean that that 
amount of new savings is forthcoming which without 
artificial interference and given the same demand for 
capital would make the maintenance of such capital 
equipment possible that corresponds to the lower rate of 
interest. This means that capital is put to uses not in 
accordance with the normal economic principles but on 
the basis of rationing, and of bureaucratic decisions which 
must rigidly be suspected as inefficient—and politically 
biassed. Such waste of capital is the last thing these 
communities can indulge in to-day. 

The attempt to reorganize the banking structure of 
the type put through in Germany thus can in no way 
be regarded as a definite solution. Only a scheme which 
puts an end to the attrition of the earning power of the 
assets of the banks in terms of their debts, and which 
tries to bridge the gap between the real burden of the 
liabilities of the debtors, and their capacities to pay 
(including the willingness of the creditors to accept 
payment), can be regarded as a final and potentially 
successful solution. 

Such scheme, however, must under present circum- 
stances bring the capital of the Central European Banks 
into closer relationship with the risks imposed by the 
nature of their assets. As under present circumstances 
the relation of money debts to real assets can in no way 
be regarded as stable, no sound banking can be possible 
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without an adequate equity cushion between the liabilities 
of banks and the solvency of the debtors. This and not 
increased State socialism through Government guarantee 
can alone safeguard them in future. 

The next step must be the enforcement of a more 
rational policy of extending credit. As the centralization 
of banking cannot be undone, a much closer scrutiny of 
credit extension will be necessary. Costs will have to 
be reduced, and means for centralized credit control 
established. The personal relationship of directors to 
industry and especially the control of industry by means of 
proxies on stocks deposited with banks must be regulated 
in such a way as to put an end to the mis-investment 
of saving and the subsidization of losing industries. 

The German plan to reorganize the banking structure 
thus can only be welcomed in so far as it represents a 
heroic endeavour to stabilize the present position, to 
stem internal disintegration, pending the solution of the 
fundamental issues, economic and political, awaiting the 
passing of the most acute phase of the confidence crisis 
of deflation in the creditor countries. It may also be 
welcomed as a gesture of co-operation ‘by the German 
Government in the evolving of a far more comprehensive 
plan to solve credit and economic problems facing all 
debtor and involving most creditor nations. Without 
such a comprehensive plan to re-establish a normal 
relationship between creditors and debtors, it can only 
be regarded as a futile attempt to maintain a capital 
structure which must involve them in a deadlock, the 
outcome of which can only be a further spread of State 
socialism. Only in the best circumstances, however, can 
it be regarded as not a premature effort to deal with 
questions beyond the scope of influence of a single—and 
especially debtor—country, which might unfavourably 
influence the eventual general solution as it might weaken 
the bargaining power of Germany. It is to be hoped 
that the renewed storm signals will at last be given 
heed to, and that help will be forthcoming, in order to 
make the thawing out of the position in Central Europe 
safe and possible, in order to restore the working of our 
economic system. The failure to do so must rapidly lead 
to the spread of paralysis and maybe sooner than one 
expects to a breakdown. 
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Future of London’s Foreign 
Loan Market 


By Paul Einzig 


E pointed out in articles appearing in recent issues 
of THE BANKER that, in spite of the suspension of 


the gold standard, London has retained her 
supremacy as the world’s best foreign exchange market 
and bullion market. We also sought to prove that, 
although at present the London discount market is at a 
disadvantage, owing to the fluctuation of the exchanges 
and other circumstances, there is every reason to expect 
that once the general situation improves, it will recover 
its supremacy over rival discount markets. The ques- 
tion we propose to examine in the present article is the 
prospects of the London market for foreign issues. In 
this field it is much more difficult to prophesy than in 
regard to the discount market. Stability of exchanges 
and return of confidence are sufficient to restore the 
latter to its old prominence, but in order that London 
should become once more a leading market for foreign 
loans, it is also necessary that Great Britain should 
possess once more a large current surplus for lending 
abroad. 

In this respect it is extremely difficult to make any 
forecasts at the present stage, as there are too many 
unknown factors which will affect London’s capacity to 
lend abroad. The following is a list of the most important 
of these factors :— 

(1) The permanent effect of the crisis upon the yield 
of Great Britain’s investments overseas. The deprecia- 
tion of sterling is bound to reduce the yield of the fixed 
interest bearing securities in terms of gold, while partial 
or complete default of a number of debtors and the 
adverse effect of the crisis upon British owned enterprise 
abroad is also expected to result in permanent reduction 
in that most important item of invisible exports. 

(2) The effect of our departure from Free Trade upon 
the Trade Balance. It is left to be seen how far the 
balance of visible trade will be affected by the adoption 
of customs tariffs, or any other changes in our fiscal 
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system. The effect of these changes upon shipping, 
insurance, etc., is also uncertain. 

(3) The rate of stabilization of sterling. If sterling is 
stabilized at a level at which it is undervalued as com- 
pared with its economic parity, the result will be an 
artificial surplus during the next few years. 

It is certain that the chances of the resumption of 
lending abroad on a large scale are at present decidedly 
better than they were previous to our departure from the 
gold standard. Before September 21 the over-valuation 
of the pound and the rigidity of cost of production had 
placed Great Britain at a disadvantage and had deprived 
her of a genuine surplus available for lending abroad. 
Although it would have been necessary to maintain a 
certain amount of activity in the foreign loan market in 
order to meet the requirements of permanent customers, 
such as the Dominions and certain South American 
countries, the necessity for defending sterling would 
have reduced foreign lending to this minimum. It would 
have been necessary to allow other centres with more 
liquid resources to develop at the expense of London 
without being able to put up a fight to retain our 
supremacy. Assuming that sterling is stabilized at .a 
reasonably low level, the situation will be modified 
considerably in our favour. In the course of the process 
of stabilization London will acquire a substantial amount 
of liquid resources, and the chances are that the Trade 
Balance will be also more in her favour than it was 
before the suspension of the gold standard. 

The question is whether there will be an investing 
public ready to take up foreign issues. Undoubtedly 
recent experience has been anything but encouraging for 
investors to subscribe or buy foreign bonds. The number 
of defaults has been exceptionally great, and possibly 
more may come before the crisis is over. There is no 
reason, however, to be unduly pessimistic in this respect. 
After all, foreign bonds were not the only kind of invest- 
ments on which investors suffered losses, and many 
holders of industrial shares must have wished they had 
acquired bonds of the defaulting States instead. Although 
a reasonable scaling down of the indebtedness may 
become inevitable in many cases, the resumption of the 
debt services is only a question of time. There are a 
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number of governments and other foreign borrowers 
whose credit has been affected comparatively slightly, 
and they may reappear in the loan market at a com- 
paratively early date. It will take a somewhat longer 
time before certain Central European and South American 
Governments can apply with success for fresh funds, but 
that will come too. Past experience has shown that the 
memory of investors is remarkably short. In any case, 
it is hardly fair to condemn any debtor for the difficulties 
caused by the present unprecedented conditions. 

As in the past British investors in foreign securities 
have shown themselves more understanding, it seems 
probable that London will be the first among the great 
lending centres to resume foreign loan activities. New 
York has learnt a lesson as to the consequences of indis- 
criminate lending, and it seems probable that she will 
proceed in the future with excessive caution. It will 
take a long time before confidence in the French capital 
market is sufficiently restored to make the flotation of 
foreign issues on a large scale possible. 

In any case, it will be necessary more than ever to 
establish close co-operation between the lending centres. 
The risk attached to foreign lending will remain excep- 
tionally high for some time to come, and it will be 
advisable to redistribute it as far as possible. Moreover, 
we have seen in the past the adverse consequences of 
cut-throat competition between lenders, the recurrence 
of which should be prevented at all costs. 


Matters of Law 
The Terrington Frauds 
Important Judgment of the House of Lords 


By our Legal Correspondent 


HEN in our last issue we reviewed the issues 

Vy involved in the House of Lords’ consideration of 
the case of the Banco de Portugal and Waterlow 

& Sons, Ltd., we expressed the doubt whether the 
opinion of the ultimate tribunal would be available for 
discussion in this issue. It appears that the doubt was 
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well founded. From the look of things we are not likely 
to have the final pronouncement upon this sensational 
case until the Easter term of the Law Sittings. Mean- 
while, however, the House of Lords has provided us 
with a decision which, if not of such wide interest, has a 
more intimate relation to the daily practice of ordinary 
banking. We refer to the case of Midland Bank, Lid. v. 
Reckitt and others. The discussion is notable in several 
ways. First, as a matter of form, it is highly convenient, 
where the Law Lords are unanimous in their decision, 
that there should be one single judgment instead of a 
number of opinions, some of which may contain dicta 
of a variant character. In this highly important case 
Lord Atkin delivered his opinion as that of the House 
consisting of five members: Lord Dunedin, Lord War- 
rington of Clyffe, Lord Atkin, Lord Thankerton, and 
Lord Macmillan—a strong combination of legal talent. 
Indeed, the decision of a tribunal so constituted and 
unanimously expressed in the most plain and lucid 
manner bears such weight as lends great importance to 
the conclusions reached. Secondly, the subject-matter of 
the decision touches the everyday practice of the banker 
very closely. Thirdly, apart from the main point of the 
decision, there is a subsidiary conclusion that although 
not strictly necessary for the decision itself, is probably 
of a more far-reaching and disturbing character. 

This subsidiary matter has relation to the proper 
interpretation and effect of Section 25 of the Bills of 
Exchange Act, 1882, and appears to seriously affect the 
problem of per pro or procuration signatures as regards a 
collecting banker’s liabilities. The result of this judg- 
ment, indeed, will be to alter the textbooks on banking 
law in their references to the case of Morison v. London 
County & Westminster Bank (1914), 3 K.B. 356, wherein 
the Court of Appeal had laid it down that Section 25 
did not affect a bill or cheque after its payment or dis- 
charge but only operated during the currency of the 
instrument before it was honoured by payment. It is 
this topic that is of such far-reaching importance—how 
far is a collecting banker affected by a fer pro signature 
as regards his protection against liability for conversion 
of a cheque collected in reliance on a procuration signature 
executed without actual authority ? 
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Let us first, however, briefly deal with the main 
decision of the case. The frauds committed by Lord 
Terrington when acting as attorney for the late Sir 
Harold Reckitt have led to a fine harvest for the legal pro- 
fession, accompanied by many unpleasant results to 
innocent parties—not excluding bankers. Put shortly, 
Lord Terrington—formerly Mr. Woodhouse—was the 
trusted solicitor of Sir Harold Reckitt who gave him a very 
wide power of attorney including the drawing of cheques 
without restriction. Thus the bankers of Reckitt had 
authority to honour any cheques drawn by Terrington as 
his attorney and no question could arise as to any liability 
of those bankers. But Terrington in many cases drew 
cheques on his principal’s account for his own private 
purposes and therefore outside any business of his 
principal. 

It will be remembered that in the case of Reckitt v. 
Barnett, Pembroke and Slater, Ltd. (1929), A.C. 176, the 
position of the payee of one of these cheques was con- 
sidered. Terrington had drawn a cheque on his principal’s 
(the plaintiff’s) account payable to the defendants, a 
firm of motor car dealers, in payment of a car he had 
personally obtained from them. The cheque was signed 
“Sir Harold J. Reckitt, Bart. by Terrington his Attor- 
ney,” all being by rubber stamps except the word 
“ Terrington,’’ which was written in ink. The payees 
appear to have treated the cheque as Terrington’s 
personal cheque and not to have noticed the rubber 
stamp impress. They cashed the cheque. Sir Harold 
Reckitt sued them for the amount. The trial judge 
(Rowlatt, J.) held that they had to refund as they had 
clear notice that the cheque although drawn by an 
attorney was in payment of a private debt of the attorney 
and nothing to indicate that it was or could be in or about 
the business of his principal. The Court of Appeal by a 
majority (Scrutton and Sankey, L.JJ.) held that of the 
two innocent parties affected by the fraud of Terrington, 
Reckitt was the one to suffer. Mr. Justice Russell 
dissented. The House of Lords unanimously reversed the 
majority of the Court of Appeal and held that the cheque 
was for the private debt of Terrington, that the defen- 
dants knew it was so used, and that the form of the 
cheque gave them notice that the money was not 
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Terrington’s money but his principal’s and that conse- 
quently they could not hold the money as against the 
principal who had been in effect robbed of the money by 
Terrington’s fraudulent abuse of his position. 

Now has come the case under review, that of Reckitt v. 
The Midland Bank, Lid., and the effect of the decision of 
the House of Lords was that the bank as the collecting 
bank for Terrington, was in principle in precisely the same 
position as the payees in the former case as regards the 
liability to refund. The facts were, of course, different 
and may be stated, so far as they are relevant, as follows. 
A total amount of £17,890, the proceeds of fifteen cheques 
fraudulently drawn by Terrington for his private debts 
on his principal’s banking account were collected by the 
Midland Bank into which Terrington paid them arid Sir 
Harold Reckitt claimed that amount from the bank as 
damages for conversion or alternatively as money had 
and received to his use by the bank. The bank relied on 
Section 82 of the Bills of Exchange Act, and Mr. Justice 
Rowlatt held that they were justified in so doing as they 
had acted in good faith and without negligence. The 
Court of Appeal found in favour of the bank as to two of 
the cheques but as to the rest—amounting to £13,490, 
found that they had not succeeded in showing that they 
acted without negligence. The bank appealed to the 
House of Lords and Sir Harold Reckitt’s executors 
cross-appealed as to the two cheques. The House of 
Lords has now held that both appeals are dismissed, the 
result being that the bank is saddled with a loss of 
£13,490 as found by the Court of Appeal. 

The relations of the parties in regard to these cheques 
was tested by taking five cheques amounting to {2,000 that 
within 43 days had been paid in to the Midland Bank to 
his own private account in consequence of repeated 
requests by the bank for reduction of his overdraft. These 
cheques were made payable to “H. J. S. Woodhouse & 
Co.”’ or order—the name under which Terrington prac- 
tised as a solicitor—were duly endorsed and collected for 
his account. They were all drawn in the same procuration 
signature as that on the cheque in the Barnett, Pembroke 
& Slater case (see above). There could be no doubt that as 
Terrington drew these cheques not in pursuance of his 
powers as attorney for Reckitt’s business but for his own 
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private affairs that he had no title to the cheques or their 
proceeds and the collecting bank was therefore on the 
well-known authorities liable in conversion. Their only 
defence could be under Section 82 to establish that they 
acted without negligence (their good faith of course was 
not challenged). 

Lord Atkin, in delivering the decision of the House of 
Lords, stated that on these facts the case was in principle 
the same as that of the earlier case of the motor-car 
dealers’ cheque. His lordship said :— 


Lord Terrington was applying these cheques in part payment 
of his overdraft ; that was, of money lent to him by the bank. 
The bank knew that he was doing so; indeed, it was at their 
repeated request that he made the payments. They had thesame 
notice in the form of the cheque that the money was not the 
money of Lord Terrington. There was in the same way no 
evidence and no possible inference that he was applying this 
money in discharge of any possible liability of his principal. 
It seemed to him (Lord Atkin) clear that in an omission of an 
ordinary business precaution, in breach of a plain duty imposed 
on a creditor to take reasonable care to see that a known agent 
paying his own debt to his creditor out of his principal’s money 
was acting within his authority, the bank were negligent in 
making no inquiry as to their customer’s authority to make 
these payments. He doubted whether that customer could 
have satisfied such inquiries, however superficially made. Even 
if he had answered the first inquiry the mere fact that the bank 
showed itself to be on its guard would probably have stopped 
the frauds. But however that might be, no inquiry in fact was 
made, and the bank failed to show that they acted without 
negligence. 


So much for the actual decision in the case—but as 
we have already indicated, the House of Lords has gone 
a step further and reconsidered the operation of Section 25 
of the Bills of Exchange Act: “A signature by procura- 
tion operates as notice that the agent has but a limited 
authority to sign, and the principal is only bound by such 
signature if the agent in so signing was acting within the 
actual limits of his authority.”’ It must be recalled that 
in the case of Morison v. London County & Westminster 
Bank (1914), 3 K.B., 356, the Court of Appeal (Lord 
Reading L.C.J. and Buckley and Phillimore L.JJ.) 
plainly stated that Section 25 was quite independent of 
Section 82 and operated only during the currency of the 
bill or cheque but had no reference after payment 
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and conferred no right to recover the proceeds. The 
House of Lords by its latest decision has now definitely 
refused to approve this distinction. Lord Atkin says: 


If the words used (in the Morison case) meant to mark off a 
definite period within which alone the section affected legal 
rights, he saw no ground for such a distinction. The effect of 
the statute was to give notice of limited authority on the face 
of the document, and this operated as and when the document 
was negotiated or delivered. The legal consequence of such 
notice might be to prevent the holder who obtained payment 
from supporting his right to have received payment. The case 
of Reckitt v. Barnett (supra) was a good instance. The rights in 
respect of a bill after payment were no doubt matters of special 
consideration, but whether before or after payment the fact 
that the bill contained on the face of it notice of limited authority 
to place on it the particular signature continued to be a fact 
affecting pro tanto the rights of the parties both before and after 
payment. What effect, if any, such notice had on an 
intermediate holder for value it was unnecessary to discuss. 


This pronouncement is most disturbing. Hitherto 
(whatever else may be said by way of criticism of the 
Morison case) it has decided that the collecting banker is 
not put on inquiry by the mere fact of a per pro signature 
and that Section 25, per se, could not affect the operation 
of the protection accorded by Section 82. The late Lord 
Coleridge in Morison’s case had held to the contrary and 
was corrected by the Court of Appeal. Nowit would seem 
that the House of Lords has gone so far as to read 
Section 25 as affecting the proceeds of a cheque after 
its being honoured. In _ banking practice per pro 
signatures by way of drawing and endorsing cheques are 
very commonly encountered. In particular, the case of 
company paper has to be considered for apparently 
every signature of a company is a procuration signature. 
Of course, a per pro signature coupled with the fact of 
circumstances putting a collecting banker on inquiry 
such as an agent paying a cheque on a procuration 
signature into his own private account is a plain case. 
But can it be that the latest judgment of the House of 
Lords will be read as entitling the true owner of a per pro 
cheque wrongfully used by the agent to a claim for refund 
against innocent collecting bankers who otherwise have 
no circumstance of suspicion to put them on inquiry? 
As Sir Robert Finlay (afterwards Lord Finlay) argued in 
Morison’s case: ‘‘ If a bank in the case of every cheque 
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signed by an agent fer pro has to inquire whether it was 
drawn within the limits of the authority of the agent, a 
banker’s business could not be carried on under such 
conditions.” In the case of Reckitt v. Midland Bank, the 
actual facts amounted to far more than that and the 
bank had clear knowledge that on the face of the trans- 
actions the agent was paying his own debts with his 
principal’s money. But the addendum to this main 
finding that applies Section 25 not only to infirmities of 
title that may affect a holder with notice that he may not 
get paid on presentment owing to excess of authority 
but also to the proceeds of the instrument after payment 
is a different matter altogether. 

We cannot imagine that the House of Lords lays it 
down that per pro without more puts a banker on inquiry 
so as to deprive him of the protection of Section 82. It 
safely may be said that there is no reported case that 
goes to that length. The very case under consideration 
does not depend for its decision on any such proposition. 
At the same time, the reference to the wider effect of 
Section 25 may be fraught with doubt as to the future. 
The whole subject calls for careful consideration by the 
banking authorities. 





British Banking Inquiries 
By R. D. Richards, Ph.D. 


VII.—THE WAR AND Post-WAR INQUIRIES 


“Twas first of the War inquiries on British banking 
was the direct result of certain criticisms made, 
early in 1916, in the House of Commons by the 
President of the Board of Trade (Mr. Runciman), who was 
of opinion that the extension of commercial banking, 
‘“‘as distinct from the more conservative form of banking 
which is our custom in this country,” should be en- 
couraged. ‘‘I have,” he declared, “ regretted that the 
great joint-stock banks, by gradually absorbing all our 
country institutions have, to some extent, removed that 
close personal touch between the individual banker and 
the individual trader which was the very essence of our 
industrial prosperity. . . . If we are to do more in the 
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future, our banks must be a little more adventurous. If 
they cannot, in consonance with their present system, be 
more adventurous, let us have some additional institu- 
tions.” 

Therefore, on July 1, 1916, the Board of Trade 
appointed a Departmental Committee “to consider the 
best means of meeting the needs of British firms after the 
War as regards financial facilities for trade, particularly 
with reference to the financing of large overseas con- 
tracts, and to prepare a detailed scheme for that purpose.”’ 
The members of the Committee were Lord Faringdon 
(Chairman), Sir William Henry Clark, Mr. Gaspard 
Farrer, Mr. (now Sir) Basil P. Blackett, Mr. Frank D. 
Docker, Mr. (now Sir) Harry Neville Goschen, the Right 
Hon. Frederick H. Jackson, Mr. Walter Leaf, the Hon. 
Algernon H. Mills, Mr. James H. Simpson, and Mr. (now 
Sir) Richard Vassar Vassar-Smith, with Mr. Hartley 
Withers as secretary. The Hon. Rupert E. Beckett was 
subsequently added to the Committee. 

This Departmental Committee on Financial Facilities 
for Trade conducted its inquiry for two months. Its 
interesting Report of five pages, presented to the President 
of the Board of Trade on August 31, 1916, became the 
subject of much discussion among bankers and traders. 
At the outset it gives the following explanations of 
“banking facilities in the British sense” and of the 
‘“‘ wider name of financial facilities ’”’ :— 


The former are properly limited to those which can be 
provided without a “‘ lock-up ”’ such as would impair the liquidity 
of funds and deposits at call and short notice. For this reason the 
usual practice of bankers here is to confine their advances as a 
rule to a currency not exceeding a few months. By financial 
facilities we mean, generally speaking, those which involve a 
much longer currency than this. 


It states that at the time of the inquiry there were in 
this country ample facilities for financing both home trade 
and large overseas contracts, and for “‘ carrying through 
much of the business which had been done by foreign 
banks.” British bankers gave liberal accommodation 
to the home producer and were not “shy in making 
advances on the strength of the customers’ known ability 
and integrity,’ while their charges for such accommoda- 
tion were lower than the corresponding charges in other 
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countries. In addition, the Colonial and the British- 
Foreign banking houses were rendering immense assistance 
to British traders overseas, particularly in the Far East 
and in South America. There was, however, a lack of 
co-ordination in granting these facilities, and, as a result, 
it was possible for British manufacturers to be “ frequently 
in want.”” The German banks, on the other hand, gave 
special assistance to new undertakings, and “ laid them- 
selves out for stimulating their promotion and for carrying 
them through to a successful completion.” 

The Committee therefore thought that, in the interests 
of the nation, there was “‘ ample room ”’ for a new type 
of banking institution, which, while not unduly interfering 
with the ordinary business done by the British and 
Colonial banks, would be able to afford financial facilities 
which were not possible under existing conditions, and its 
advantages were thus described :— 

Such an institution might in many ways be beneficial to 
the development of British industry and manufacturers. It 
might in certain cases, after careful examination, agree to make 
advances for the extension of existing manufacturing plant, or 
perhaps for the amalgamation or co-ordination of certain works, 
so as to reduce the cost of production. It would assist these 
works to obtain orders abroad, and give them reasonable financial 


facilities for executing these orders. It should give preference 
in matters of finance to orders which are to be executed in this 


country. 


It was strongly recommended that this new type of 
banking corporation should, without delay, be estab- 
lished under Royal Charter with the title of ‘‘ The British 
Trade Bank.” It should possess a capital of £10,000,000, 
not accept deposits at call or short notice, only open 
current accounts for parties proposing to make use of 
the overseas facilities which it would afford, have a 
foreign exchange department where special facilities might 
be afforded for dealing with bills in foreign currency, and 
organize a credit department for the issue of credits to 
parties at home or abroad. 

These recommendations resulted in the Government 
setting up, under Royal Charter, the British Trade Cor- 
poration, described in a White Paper of May 15, 1917, 
which gives the full text of the Royal Charter and the 
deed of settlement, as an institution for affording “‘ advice 
and financial assistance to British commercial and 
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industrial undertakings, and generally to further the 
development of British trade, industry, and commerce.” 
Three continental branches were opened at Danzig, 
Batoum and Belgrade, but upon the incorporation of 
the Anglo-International Bank on September 17, 1926, its 
business, together with that of the Anglo-Austrian Bank, 
was transferred to the new institution. 

On November 26, 1917, another Departmental Com- 
mittee on Financial Facilities was appointed by the 
Chancellor of the Exchequer (Mr. Bonar Law) and the 
Minister of Reconstruction (Dr. Addison) ‘ to consider 
and report whether the normal arrangements for the pro- 
vision of financial facilities for trade by means of existing 
banking and other financial institutions will be adequate 
to meet the needs of British industry during the period 
immediately following the termination of the War, and, 
if not, by what emergency arrangement they should be 
supplemented, regard being had in particular to the 
special assistance which may be necessary: (a) to 
facilitate the conversion of works and factories now 
engaged upon war work to normal production; (bd) to 
meet the exceptional demands for raw materials arising 
from the depletion of stocks.’”” The members of this 
Committee were Sir Richard V. Vassar-Smith, chair- 
man, Sir John (now Lord) Bradbury, Sir Algernon F. 
Firth, Sir Alexander McDowell, Sir Alexander Roger, 
Mr. A. E. L. Charlton, Mr. E. Brocklehurst Fielden, 
Mr. Robert Fleming, Mr. A. C. D. Gairdner, Mr. F. C. 
Goodenough, Mr. John Sampson, and Mr. A. W. Tait, 
with Mr. R. C. Smallwood, secretary. Owing to the death 
of Sir Alexander McDowell, Mr. H. C. Hambro was, in 
December, 1917, added to the Committee. 

After a twelve months’ inquiry the Report was 
presented to the Lords Commissioners of the Treasury 
and the Minister of Reconstruction on November 21, 1918. 
It is divided into two parts: (1) The Financial Needs of 
Trade and Industry after the War, and (2) The Pro- 
visions of Financial Facilities. In the first part the 
questions of reconversion of works, repairs and renewals, 
the general character of the demand for assistance, the 
ability to meet financial requirements, and the future 
policy of the Government in connection with trade and 
industry are discussed. In the second part careful 
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analyses are given of the credit position before the war 
and at the time of the inquiry, the objects to be aimed at 
in the reconstitution of industry during the period of 
reconstruction, banking facilities, and the possibility of 
credit extension. The functions of the British Trade 
Corporation are examined and its “ sphere of usefulness ”’ 
is stated to be “ large.’’ Additional institutions of this 
nature might be required in the future, but, as the 
corporation had not yet been firmly established as an 
integral part of the financial mechanism, it was thought 
that it would be better to utilize the mechanism already 
available for granting financial facilities rather than set 
up new types of credit institutions such as trade banks 
or co-operative credit associations. For the reconstitu- 
tion of trade and industry on sound financial and economic 
lines the Committee considered it necessary :— 

(a) To re-establish a sound financial basis by means of an 

effective gold standard. 
(6) To check any undue expansion of credit, which would only 
result in a further rise in prices. 


(c) To take steps to reduce to more normal proportions the 
inflation of credit due to the war. 


It anticipated that the banks would be in a position to 
meet demands for ordinary banking facilities, but that 
there would be some difficulty in providing all the 
extended credit facilities which might be required. In 
order to meet this difficulty it recommended :— 


(a) An increase in the capitals of the banks. 
(5) The acceptance by the banks of deposits for longer periods 
at fixed rates of interest. 


(c) The strengthening of industrial concerns by increase of 
share capital. 


Shortly after the second Departmental Committee 
on Financial Facilities commenced its inquiry the Com- 
mittee on Currency and Foreign Exchanges after the War 
was appointed in January, 1918, to investigate the 
various problems which it was anticipated would arise 
‘“‘in connection with currency and the foreign exchanges 
during the period of reconstruction,’ and to report 
“upon the steps required to bring about the restoration 
of normal conditions in due course,’”’ and (added later) 
“to consider the working of the Bank Act, 1844, and the 
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constitution and functions of the Bank of England 
with a view to recommending any alterations which may 
appear to be necessary or desirable.’”” The Governor of 
the Bank of England (Lord Cunliffe) was appointed 
chairman, and the other members were Lord Inchcape, 
Sir Charles Addis, Sir John Bradbury, the Hon. Rupert 
Beckett, the Hon. Herbert Gibbs, Mr. G. C. Cassels, 
Mr. Gaspard Farrer, Mr. Harry N. Goschen, Mr. R. W. 
Jeans, Professor A. C. Pigou, Mr. G. F. Stewart, and 
Mr. William Wallace, with Mr. G. C. Upcott of the 
Treasury and Ministry of Reconstruction as secretary. 
On the appointment of Sir John Bradbury as Principal 
British Reparation Commissioner the Controller of 
Finance at the Treasury (Mr. Basil P. Blackett) was 
appointed a member of the Committee in his place, and 
later Mr. H. E. Fass of the Treasury was made joint 
secretary with Mr. Upcott. 

Two reports were presented, the first (interim) on 
August 15, 1918, and the second (final) on December 3, 
1919. In the first report the Committee states that as 
it proposed in “‘ a later report ”’ to deal with the constitu- 
tion and management of the Bank of England the present 
report was confined to “ the broad principles upon which 
the currency should be regulated,’”’ and that in its pre- 
paration it had had “ the advantage of consultation with 
the Bank of England and had taken oral evidence from 
various banking and financial experts, representatives 
of certain Chambers of Commerce and others who had 
particularly interested themselves in these matters.” 
It may, however, be noted here that not one of these 
War period Departmental Committees published any 
minutes of evidence. 

The Interim Report gives a detailed examination of 
the British currency system before the War, the changes 
which had affected the gold standard during the War, the 
principles upon which the retention and maintenance of 
an effective gold standard depend, and the machinery 
for the control of note issue. The Committee recommended 
that the conditions necessary to the maintenance of an 
effective gold standard should, after the War “be 
restored without delay;’’ that the principle of the Bank 
Charter Act, 1844, should be maintained with reference 
to the fiduciary note issue, i.e. that there should be a 
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fixed fiduciary limit beyond which notes should only be 
issued in exchange for gold; that the Bank’s Weekly 
Return should continue to be published in its customary 
form; that no change should be made in the Issue and 
Banking Departments of the Bank; that the other banks 
should publish a monthly statement of accounts in a form 
prescribed by the Committee; that a central gold reserve 
of £150,000,000 should be aimed at; that until this sum 
“was reached and maintained concurrently with a 
satisfactory foreign exchange position for at least a year, 
the policy of cautiously reducing the uncovered note 
issue should be followed ’”’; that when such reductions 
had been effected the maximum fiduciary circulation in 
any year should become the legal maximum for the 
following year; that during the transitional period the 
Treasury note issue should remain a Government issue, 
but new notes should be issued against Bank of England 
notes, not against Government securities; and that when 
the fiduciary position of Treasury note issues had been 
reduced to an amount which experience showed to be 
consistent with the maintenance of a central gold reserve 
of £150,000,000 the outstanding notes should be retired 
and replaced by Bank of England notes of low denomina- 
tions. 

The Final Report points out that the Committee saw 
no reason to modify the opinion, expressed in the Interim 
Report, that “‘ a sound system of currency would in itself 
secure equilibrium in the foreign exchanges.”’ ‘‘ We 
have,”’ it is stated, “‘ found nothing in the experience of 
the War to falsify the lessons of previous experience that 
the adoption of a currency not convertible at will into 
gold or other exportable coin is likely in practice to lead 
to over-issue and so to destroy the measure of exchange- 
able value and cause a general rise in all prices and an 
adverse movement of the foreign exchanges.” The 
depreciation of sterling, particularly in America, is 
declared to have been primarily the result of the expansion 
of credit, which was “ not merely the legacy of the stress 
of War finance and Government borrowings, but also, in 
part, the result of maintaining rates for money in London 
below those ruling in other important financial centres.” 
The “first essentials to recovery’ are “ increased pro- 
duction, cessation of Government borrowings and 
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decreased expenditure both by the Government and by 
each individual member of the nation.”” The principles 
of the Bank Charter Act are regarded as better adapted 
for the needs of this country than the principles governing 
the banking systems of the chief foreign countries. 
Reference is made to the Government’s borrowings on 
the credit of Ways and Means. Parliament had ordered 
that all quarterly overdrafts obtained in this way should 
be repaid in the quarter following that in which these 
overdrafts were made, but under the exigencies of war 
finance the Government had been compelled to re-borrow 
on the credit of Ways and Means the amount needed 
to repay the previous quarter’s advances. The Committee 
therefore hoped, “now that conditions were less 
abnormal, that the Government would confine its use of 
Ways and Means and advances from the Bank of 
England to providing for purely temporary necessities.”’ 
Three other matters are dealt with: Foreign banks, 
Scottish and Irish banks, and the Treasury note issue. 
Several of the witnesses examined had drawn the Com- 
mittee’s attention to the conditions under which foreign 
banks could be established in this country, and it is 
suggested that this is a question which should receive the 
early attention of the Government. Scottish and Irish 
banks were anxious to retain the legal tender status which 
was granted their notes as an emergency measure under 
the Currency and Bank Notes Act, 1914. The Committee 
thought that such notes should not be made legal tender 
permanently except under “ statutory conditions similar 
to those embodied in the Bank Act of 1844,’’ and from the 
evidence it concluded that the Scottish and Irish banks 
rather than be subjected to these conditions would prefer 
the restoration of their pre-War status. Therefore it is 
recommended that the pre-War status of these notes 
should be restored. With reference to Treasury notes 
steps should at once be taken to carry out the recom- 
mendation made in the Interim Report that the actual 
maximum fiduciary circulation in any year should become 
the legal maximum for the following year. 


[To be concluded. | 












37 
The Growth of the Building 


Societies 
By a Correspondent 


T is now so little short of a century since the Friendly 
I Societies Act of 1834 gave the first real impetus to 
Building Societies, that we have travelled far enough 
along the road to be able to see in their proper perspective 
some of the benefits which that Act—followed by that of 
1836—was destined to bestow upon a certain section of 
the community to whom, it must be admitted, thrift was 
not only a term almost unknown, but one which, in any 
case at that time, it was next to impossible to put into 
practice. During the century in which the great Building 
Societies of to-day have been evolved, they have, by 
development and modification of their original functions, 
not only entirely changed their character, but by creating 
a new type of investor, have to a great extent changed 
modern social conditions. In their earliest days they 
were, almost without exception, terminating societies, 
formed purely for the purpose of building a certain 
number of houses, consisting of a limited number of 
members, and ceasing to operate when each and all had 
participated in the benefits. It was not until their scope 
widened to embrace, not only the potential house-owner, 
but also the small investor, that the enormous field opened 
up to them could be realized. 

Just as the Building Society was the direct outcome 
of the rise of the industrial age in this country, so was its 
tremendous advance during recent years the direct 
outcome of the 1914-1918 war. In the first instance, 
the development of industry had centred men with some 
degree of permanency in towns. In these towns it was 
imperative that they should have a roof over the heads 
of their families and themselves, and it was not essential 
that they should be financial wizards to realize the 
economic value of paying fixed sums of money at regular 
intervals that they might in the course of time own some- 
thing more useful than a bundle of rent receipts. The 
theory of the wisdom of investment in “ bricks and 
mortar ’’ was born. Ownership of property was a new 
sensation to these men of a new age. It produced a new 
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individuality and a new independence—it was an early 
milestone in the march of democracy. Perhaps even 
more than all this, as it developed the will to be thrifty, 
it taught at the same time, by visible lessons, the wisdom 
of investment. In his bricks and mortar this new, rather 
shy and very cautious investor had a solid example of 
what he was able to achieve with a few pounds regularly 
allocated to a certain purpose. He discovered that 
money hoarded was money dead, and even if he did not 
wish to become actually a house owner, these Societies 
offered him an excellent return for the investment of his 
small savings. He even gained courage to embark upon 
other investments, and alas, he sometimes burned his 
fingers! The important point was, however, that an 
interest in investment had been stimulated. 

Then came the war. For more than four years house 
building was at a standstill—even worse, property was 
badly deteriorating. With the cessation of hostilities, 
the housing problem became more acute perhaps than 
any other of the innumerable post-war problems that 
had to be faced immediately. In moments of emergency 
—and this was one unprecedented in our history— 
experimenting is apt to be very costly, even grossly 
extravagant; and, as Sir Enoch Hill pointed out some 
time ago, this instance was no exception to the rule. 
For the final, more or less happy solution to this urgent 
problem, the Building Societies may quite fairly claim 
considerable credit. Their machinery had already been 
tested and proved to be capable of smooth and practical 
running. The advantage of this appeared to be beyond 
dispute, and despite new organizations which various 
Governments seemed impelled at first to construct, the 
Building Societies played an enormous part in the 
creation of this new generation of home-owners. 

It was not only that thousands of homeless families 
had to be accommodated without delay, and that of this 
number a certain proportion were prepared to live any- 
where they could, but a new spirit had been born of the 
war, one that demanded something more established than 
someone else’s roof overhead. Four years of uncertainty 
had given people an unparalleled desire to own a home— 
something that stood for stability after that nightmare 
period of restlessness and, in many cases, homelessness. 
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Whereas in the thirty years between 1890 and 1920 the 
total assets of the Building Societies had risen from 
£51,494,480 to £87,060,358, or an increase of £35,565,878, 
between the six years of 1920 to 1926—the greatest years 
of the post-war building crisis—they rose from £87,060,358 
to £193,856,034, being an increase of £106,795,676; while 
the last report of one society alone—the Halifax 
Building Society—shows an increase in assets over the 
last four years of no less than £30,968,871. This is 
proof, if any were needed, that Building Society 
investment was no temporary boom. 

While it would be utterly erroneous to suggest that 
the Building Societies before the war were in any sense 
moribund, there can be no doubt that the acuteness of 
the post-war housing problem gave them what may be 
termed, without disparagement, a new lease of life. So 
important was the movement that fears were expressed 
in some quarters that the activities of the Building 
Societies might prove detrimental to the Banks who were 
beginning to seek the account of the small customer. 

It is a truism that friendly competition is healthy, and 
there is now no danger of serious antagonism between the 
Building Societies and the Banks. In point of fact, 
practice is proving that the two are complementary to 
one another. While the Banks, interested principally 
in quick-moving accounts, are able to send their customers 
who are in search of mortgage loans on house property 
to the Building Societies, the Building Societies, for their 
part—since their chief work lies among long-term loans— 
are equally glad to send to the Banks those who come to 
them in search of temporary loans. Moreover, although 
it is impossible to produce figures to support this state- 
ment, it is unquestionable that the Building Societies 
have educated new customers for the Banks. The 
psychological effect of house-ownership upon the small 
investor is almost invariably to produce in him, or her, 
a desire for still further stability, in which a banking 
account must figure, and it is in this mental outlook— 
this proper pride and sense of responsibility—that the 
Building Societies have been of such great national 
assistance. 

Apart from proving the confidence in which they are 
held by their customers, it is enlightening to see how the 
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business of the Building Societies reacted to the recent 
financial crisis. 

The Halifax Building Society—by far the largest in 
the world—in its annual report states that, in a year of 
continued depression in trade and industry, and wide- 
spread unemployment, and through a period of the 
greatest anxiety in the national financial situation, 
there have been substantial increases in all its de- 
partments. The total assets at the end of the year 
amounted to £77,950,353, an increase of £7,902,954. 
The Abbey Road Building Society, the second largest, 
also has succeeded in achieving a very creditable measure 
of progress, and Sir Josiah Stamp, as its President, was 
able to announce at its recent meeting that no less than 
£9,000,000 of new money was entrusted to its keeping 
during the past financial year, while its total assets had 
risen from {31,000,000 to £35,000,000. The third largest 
society, the Woolwich Equitable Building Society, con- 
firms the experience of the other two. Last year there 
were 91,367 members—an increase of 17,650 over the 
year before—its cash receipts totalled £9,487,483, while 
£6,362,101 was advanced on mortgage.- The total assets 
increased during the year from £16,967,205 to {21,156,941. 



































Bank for International Settlements 


URING the past month, the renewal of the 
D Reichsbank credit has once more been the most 

important matter before the B.I.S., and certainly 
the question which has attracted most public attention. 
On this occasion the Reichsbank has repaid Io per 
cent. and the balance has been renewed for a further 
three months from March 4; that is to say, out of the 
original $100 millions, $90 millions have now been 
renewed, the B.I.S., the Bank of England, the Bank of 
France and the Federal Reserve Bank of New York 
contributing as before in equal shares. 

The attitude of the participants in the credit in regard 
to the repayment of this Io per cent. was naturally not 
very popular amongst Germany’s other creditors and 
has been commented on unfavourably in some quarters. 
The critics of this policy appear to take the view that 
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there is something improper in the spectacle of the 
central banks endeavouring to save their own funds at the 
expense of the smaller creditors. Such a view is, however, 
short-sighted and superficial and fails to take account 
of the important question of principle involved. In 
reality these withdrawals are not the outcome of any 
desire to withdraw from Germany but represent rather an 
attempt to re-establish the principle that emergency 
credits are short-term credits. When central banks 
give emergency credits to other central banks they do so 
in order to prevent the immediate declaration of a 
moratorium and to tide over the difficult period until 
some more permanent solution be found. If central 
banks are to be able to go on rendering such assistance in 
times of crisis, it is of vital importance that the banking 
world generally should recognize that emergency credits 
of this nature are temporary and must be repaid at the 
earliest possible moment. There is nothing revolu- 
tionary or inequitable in such a claim, for it is based on 
two elementary and generally accepted principles; the 
first, that anyone who is prepared to step in and lend 
money to a concern which is on the point of bankruptcy, 
should rank for repayment before and not after the other 
creditors; the second, that Central Banks cannot indulge 
in the luxury of long-term investment and must keep 
their assets liquid. 

In the present case the credit was originally granted 
on June 16, 1931, for a period of three weeks. Since 
then it has been renewed several times, the latest renewal 
carrying it on to June 4, or practically one full year 
since it was originally granted. Furthermore, during this 
period bankers and other creditors have withdrawn 
credits of about 2,000 million Reichsmarks. In these 
circumstances it was essential, if the principle of the 
temporary nature of central bank emergency credits was 
to survive, that these banks should receive at least a 
partial repayment of their advances. It was all the more 
important since the commercial bankers in their new 
“standstill ’’ agreement, which came into force on 
February 29, had, without consultation, endeavoured to 
force the hands of the Central Banks by including in 
their agreement a clause to the effect that the whole 
agreement would lapse if, at any time prior to March 1, 
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1933, the Central Banks withdrew any portion of these 
credits. 

Fortunately there is in existence a small committee 
representing the creditor bankswhichhas greatly facilitated 
the negotiations and made it possible to obtain the consent 
of the creditors to the 10 per cent. repayment without 
great difficulty. 

As regards the financial position of the Bank, the 
statement of February 29 again shows a decrease in total 
assets but an increase in the deposits of Central Banks 
for their own account. As has already been explained, 
the decrease in government accounts is unavoidable in 
the present state of world finances, and it is the figure of 
deposits for the Central Banks’ own accounts which is 
really important. The increase in this figure during 
February was small but significant, since it reflects a 
maintenance of the recovery which started in the previous 
month and which is understood to be continuing in March. 
As regards the profits for the financial year which ends 
on March 31, it is believed that after writing off in full 
all losses, they will show an increase on the profits for 
1930-31 which will fully warrant the maintenance of the 
same dividend of 6 per cent. 

It has been decided to hold the second annual meeting 
of the Bank on May Io. 


ianniiens Reuben 


By a Correspondent 


IGNS that the efforts of the Government to arrest 
S ite course of deflation are beginning to bear fruit 

became evident during the latter part of February 
and the beginning of March. As a result, the deep 
pessimism that engulfed American bankers early in 
the year has been perceptibly relieved and a feeling of 
restrained optimism is evident in Wall Street. 

Among the factors contributing to this better feeling 
are a substantial reduction in bank failures, a cessation 
of the hoarding movement, a marked improvement in the 
Government bond market, the recovery in the dollar 
to a point where none of the foreign exchanges is above 
the export gold point, and finally, the recent enactment 
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of banking legislation broadening the basis upon which 
Federal Reserve Bank credit may be obtained. The 
improvement dates from the introduction in Congress 
in the middle of February of the Glass-Steagall 
Bill to amend the Federal Reserve Act. The bill, 
which was signed by the President on February 27, 
permits advances to groups of five or more member 
banks against assets not previously eligible for rediscount, 
authorizes the extension of Lombard loans to individual 
banks having capital not exceeding $5,000,000, and 
permits United States Government securities to be 
pledged as collateral backing behind Federal Reserve 
note circulation in excess of the 40 per cent. minimum 
gold reserve. The last two provisions are to apply only 
until March 3, 1933, and all three amendments are 
characterized as strictly emergency measures to be 
employed only upon the affirmative vote of not less 
than five of the eight members of the Federal Reserve 
Board. 

Much to the surprise of Wall Street the new legislation 
appears to have created much less stir abroad than did 
earlier and far more conservative efforts to cope with 
the financial crisis. The circumstance is perhaps to be 
explained by the fact that the bill merely gives to the 
central banking authorities of the United States privi- 
leges which have always been held by the majority of 
European banks of issue. For this country, however, 
the amendments are radical in the extreme. To Senator 
Carter Glass, Chairman of the Banking and Currency 
Committee of the upper house of Congress, and to the 
majority of those who in the past have shaped the banking 
laws of the United States, Lombard loans were anathema. 
It is safe to say that had the suggestion of backing 
Reserve note circulation by Government securities been 
made a few months ago almost every conservative 
banker in the country would have protested vigorously. 

These two aspects of the new legislation are in violent 
opposition to the admittedly brief banking tradition of 
the country. That they have been accepted with enthu- 
siasm by banker and legislator alike is due solely to the 
realization that desperate remedies were needed to 
combat the financial crisis. 

It remains to be seen to what extent the new 
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powers of the Federal Reserve System will be employed. 
Up to now banking assets eligible for rediscount at the 
Federal Reserve Banks have been very unevenly dis- 
tributed among the 7,600 member banks. The smaller 
institutions which find themselves in need of Federal 
Reserve credit are in many cases devoid of eligible 
assets, while the large city banks have been hanging on 
grimly to their holdings of eligibles in view of the 
uncertainties of existing conditions. The result was 
that although there are some eight billion dollars of 
eligible assets in the hands of member banks, borrowings 
from the Federal Reserve have been in the neighbourhood 
of $800,000,000 or less. Now that the banks have been 
assured that in an emergency they can tap the reservoir 
of central bank credit by pledging other sound assets 
besides the Government securities and commercial paper 
formerly eligible, it is expected that a more liberal 
policy of lending and investing can be substituted for 
the destructive struggle for liquidity that has been carried 
on in recent months. 

The effects of the new legislation upon the Federal 
Reserve banks themselves are probably more important 
than those upon the member banks. Under the previous 
regulations Federal Reserve notes had to be backed 
100 per cent. by collateral security of which at least 
40 per cent. had to be gold, and the remaining 60 per 
cent. either commercial paper or certain classes of 
discounted bills. Under this requirement any deficiency 
in the volume of eligible paper available had to be 
made up in gold, and since the Reserve banks have in 
recent months held eligible paper to the amount of 
only 20 to 35 per cent. of their note circulation, the 
gold cover has had to be maintained at some 65 to 
80 per cent. instead of the legal minimum of 40 per cent. 

This created a technical obstacle in the way of the 
free exercise of Federal Reserve policy, for although 
monetary gold stocks of the country have been in the 
neighbourhood of $4,350,000,000, the “‘ free gold” of the 
Reserve System, that is, the gold not tied up as reserve 
for notes or deposits, or as collateral for notes, has been 
only a little over $400,000,000. With this slender supply 
of free excess reserve in the face of an export gold 
movement that was carrying from $45,000,000 to 
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$65,000,000 net of gold out of the country each month 
the Reserve was powerless to undertake open market 
operations to expand credit. The restriction was made 
more severe because purchases of Government securities 
in the open market (the only way of expanding Federal 
Reserve Bank credit) would have resulted in a reduction 
of member bank borrowings from the Federal Reserve 
Bank and therefore in still further reducing the System’s 
holdings of collateral behind note circulation with a 
consequent rapid exhaustion of free gold. This was 
the explanation of the abrupt halt in the Federal 
Reserve’s attempt to expand credit last January when 
the Bank of France undertook the repatriation of its 
dollar balances. 

Under the new amendment, however, the free gold 
of the Reserve System could, if necessary, be increased 
to about $1,200,000,000 by the substitution of Govern- 
ment securities for gold now held as collateral in excess 
of the legal reserves behind Federal Reserve notes. 

‘“‘In practice,” says the March bulletin of the Federal 
Reserve Bank of New York, “this would enable the 
System to meet any large gold export or heavy currency 
demand more easily, for in the face of such a demand 
Government securities could be purchased and thus the 
necessity for a large increase in member bank discounts 
could be avoided.” It should not be concluded that 
the Federal Reserve would have been unable to meet 
any foreign gold withdrawals without the aid of the 
new amendment. By open market sales of its holdings 
of Government securities and by other means the 
Reserve System could readily have forced in sufficient 
eligible paper to free the necessary gold, but this process 
would, of course, have involved severely deflationary 
measures at a time when the banking system could ill 
have withstood them. 

With the new provisions in effect the Federal Reserve 
can afford to pursue its anti-deflation policy regardless 
of whatever disposition is made by foreign central banks 
of their dollar balances. The Reserve has in fact lost 
no time in resuming its efforts to expand credit. On 
February 25 the Federal Reserve Bank of New York 
reduced its rediscount rate from 33 per cent. to 3 per 
cent. and on the following day its buying rates for bills 
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were reduced by 4 to } per cent. accompanying similar 
reductions in open market rates. During the ensuing 
week the System increased its holdings of United States 
Government securities by $19,400,000, which was the 
first important open market operation for some months. 

These steps have been reflected in a moderate decline 
in open market money rates. Three-months bills are 
quoted at 2$ per cent. against 2? per cent. last month; 
commercial paper at 3$ per cent. against 3? per cent.; 
ninety-day stock exchange loans at 3} to 3% per cent. 
against 34 to 3? per cent., and short-term Government 
securities have materially improved. There has been, 
however, no easing of customers rates on commercial 
loans, which averaged 4-46 per cent. in February against 
4°44 in January. 

In contrast to the experience of recent previous efforts 
by the Government and the Federal Reserve to combat 
deflation, the latest moves failed to react against the 
dollar in the foreign exchange market. On the contrary, 
the dollar has advanced with sterling and sharp declines 
in francs, belgas, Swiss francs and guilders have brought 
all the exchanges which a month ago were above the 
gold export point with relation to the dollar, to levels 
very much below the upper gold points. 

Gold continues to be exported in large amounts, but 
the movement is now entirely confined to the repatriation 
of dollar balances by the Bank of France and the National 
Bank of Belgium. Between January 15 and the first 
week in March withdrawals of gold by the Bank of 
France totalled $157,500,000. All of this metal was 
previously held here under earmark, but the total is in 
excess of the amount held by the Bank of France when 
the movement began, for the practice has been followed 
of replacing earmarked gold taken home by fresh ear- 
markings. Precisely what is accomplished by this round- 
about method that could not more easily have been 
done through the direct withdrawal of active balances in 
the form of gold it is hard to see. The conclusion generally 
reached in Wall Street is that the Bank of France, 
realizing when it undertook the movement in January 
that these large gold withdrawals would be somewhat 
embarrassing to the Federal Reserve, tactfully undertook 
to recall only its earmarked gold and has since been 
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scrupulously living up to the letter if not the spirit of 
that undertaking. 

The decline in bank failures has been marked during 
the past few weeks. Suspensions during February were 
only one-third as numerous as during either January 
or December, and since the beginning of February the 
weekly record has shown a sharp and consistent decline. 
At the same time, reopenings of closed banks have become 
more numerous. The close relationship between bank 
failures and the demand for currency has been brought 
out by the cessation of the hoarding movement that has 
accompanied the decline in bank failures. While as yet 
the return flow of currency to the banks has not been 
large, circulation figures for the past few weeks have 
shown a more than seasonal reduction in currency. 

The Administration’s anti-hoarding campaign remains 
an unknown quantity. In an attempt to coax money out 
of hoarding the Treasury has announced an open-end 
special issue of one year 2 per cent. certificates, redeem- 
able prior to maturity at the option of the holder on 
sixty days advance notice, which banks are authorized 
to sell to timid depositors or hoarders, themselves making 
payment in turn to the Treasury by means of book 
credits. These anti-hoarding ‘‘ bonds ”’ which are available 
in denominations of $50, $100 and $500 are viewed with 
scepticism by most bankers and apparently without 
much enthusiasm by the Treasury itself. A few shrewd 
observers are inclined, however, to think that the device 
may do some good, and it certainly can do no harm. 

The $2,000,000,000 Reconstruction Corporation which 
went into operation at the end of January has already 
made loans of about $54,000,000 to railroads, and is 
reported to have made a few advances to banks. There 
is little expectation that this organization will ever 
utilize anything like the funds at its disposal, but it has 
already made an important contribution toward financial 
recovery by bolstering the market for railroad bonds 
and relieving bankers of some of their worst appre- 
hensions. 

The approach of the second quarter of the year 
has brought announcement from the two largest banks 
in the country—the Chase National and the National 
City—of reductions in dividends, in each case from an 
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annual basis of $4 to an annual payment of $3. It is 
not unlikely that other banks will follow suit. These 
dividend reductions were made in the face of current 
earnings amply sufficient to cover the old rates in order 
to permit surplus account, which had been drawn down 
in writing off losses during the past year, to be replenished. 

In connection with the write-down of their invest- 
ments, the security affiliates of a number of the larger 
New York banks announced reductions in capital. 
These capital reductions, it should be noted, in no way 
involve the banks themselves. It is the practice to 
operate the security affiliates as separate companies, 
although stock-ownership is identical with the ownership 
of the bank, the interest in the affiliate being evidenced 
by a statement on the reverse side of the bank stock 
certificate. In most cases the capital of these security 
affiliates was originally subscribed separately from that 
of the bank, although in some cases special dividends to 
shareholders were simultaneously declared. For the 
most part the banks themselves have no investment in 
their affiliates other than loans secured in the usual way. 
The one important exception is the Guaranty Company 
of New York, securities affiliate of the Guaranty Trust 
Company. The capital stock of this company is entirely 
owned by the bank. The Guaranty Company also 
reduced its capital in December 1931 from $20,000,000 to 
$10,000,000, but the reduction was made through the 
repurchase of stock for $10,000,000 cash from the Trust 
Company. This step was taken because under prevailing 
conditions in the securities market the company found 
itself with more capital than it required. 





French Banking Conditions 


By a Correspondent 

HE characteristic feature of the French money 
market is still the exceptional abundance of re- 
sources. This is not at all surprising, as every 
factor is combining at present to increase the volume 
of funds available. The trade depression has reduced 
credit requirements, while the incessant influx of gold 
to France has steadily added to monetary resources. 
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Moreover, the recent repayment of British credits to 
France has released the equivalent of £13,000,000, which 
has increased the volume of funds available. This 
exceptional plethora of liquid funds has not, however, 
affected interest rates, for the banks continue to pursue 
their policy of maintaining interest rates at a compara- 
tively high level. As the French money market is both 
narrow and under the complete control of the leading 
banks, they have succeeded in preventing a decline of 
money rates. During February, in spite of the various 
factors contributing towards the increase of the volume 
of funds, rates remained completely unchanged, though 
the banks found it from time to time rather difficult 
to acquire bills or bons de la défense nationale, which 
have been in great demand for the purpose of employing 
idle reserves. 











End of End of End of 
December, January, February, 
1931 1932 1932 
% % % 
Market rate of discount... 1} 1% 1# 
Call money .. “en 1% 14 14 
Loans on Treasury Bills: 
One month rr a 2? 2} 2} 
Three months ie = 2% 2} 2} 
Bourse loans : 
For the Parquet .. aa $ 3 . 
For the Coulisse .. , 4} 4} 4t 


The Bank of France returns reveal very clearly the 
prevailing abundance of funds. In February the bill 
discounts of the Bank of Issue showed a decline from 
7,513 million francs to 5,690 million francs. This 
diminution was due in part to the repayment made by 
the Bank of England of the credit granted by the Bank 
of France in August last. As a result of this operation 
the item “ effets sur l’étranger’’ declined from 958 million 
francs to 146 million francs during February. At the 
same time the decline in the holding of domestic bills 
was over I milliard francs, a rather unusual decline. 
The other items of the bank returns show also substantial 
changes, as is seen from the following comparative 
table (see page 50). 

The most important change is that of foreign exchange 
reserves. During January this item declined from 20,211 
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End of End of End of 
December, January, February, 
1931 1932 1932 
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Gold reserve. , ‘ 68,863 71,625 75,059 
Foreign exchange reserve (total) . 20,211 17,847 14,981 
Available at sight - - 12,354 8,882 6,268 
Time deposits and bills . . ia 7,860 8,965 8,713 
Discounts (total) .. a4 ‘is 8,288 7,513 5,690 
Domestic bills .. asl at 7,388 6,555 5,544 
Foreign bills os “s ‘9 goo 958 146 
Advances on bullion hid aks 1,266 1,302 I,31I 
Advances on securities .. “ 2,730 2,744 2,707 
Caisse Autonome bonds .. ~ 7,157 6,899 6,883 


LIABILITIES. 


Note circulation .. 85,725 84,723 83,189 
Current accounts and deposits (total) 28,081 28,273 28,536 
of which : 
Treasury . ‘ ed as 337 530 176 
Caisse Autonome. . - a 5,501 4,191 3,461 
Private accounts . nis - 21,653 23,076 24,366 
Sundry .. - - 530 476 533 
Total of sight liabilities .. .. 113,806 112,996 III,725 
Percentage of gold cover .. a 60°51 - 63°39 67-18 


millions to 17,847 millions, and in February it declined, to 
14,981 millions, or a reduction of 2,866 millions. This 
reduction has been accompanied by a rise in the gold 
reserves of 3,434 millions, this amount rising from 71,625 
millions to 75,059 millions. This increase of the gold 
reserves has been larger than the decline of the foreign 
exchange reserves. It would be a mistake to suppose 
that there was a direct relation between the change in 
the gold reserve and the foreign exchange reserve. 
It is probable that in February the Bank of France 
converted part of its dollars into gold, but these con- 
versions by themselves do not account for the total 
decline of its foreign exchange reserves. This decline 
was due especially to the realization of sterling holdings 
of the bank carried out in the foreign exchange market 
by the Bank of France, which had undertaken the 
liquidation of its foreign exchange reserves. If simul- 
taneously with these operations the gold reserve has 
increased, it is because the dollar has frequently declined 
in Paris below gold import point. 

The Bank of France possesses at present only about 
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15 milliard francs in foreign exchanges. It is not known 
how much of this amount represents dollars, and how 
much represents sterling, but it seems probable that the 
amount of sterling is comparatively small. In December 
last it was £62,000,000, but to-day it is certainly con- 
siderably below that figure; it has possibly been reduced 
to less than half of it. It is thus doubtful whether it 
still constitutes a menace to the London market. In 
our opinion the French balances have ceased to cause 
any uncertainty to the authorities of the London money 
market. In 1930 the Bank of France and the French 
Treasury possessed over £100,000,000, while the French 
banks also held substantial sterling balances. To-day 
the Bank of France is the only institution which still 
possesses balances in London, and as said these have 
declined considerably since the beginning of the year, 
and further reductions are likely during the next few 
months. It seems probable, in fact, that the Bank of 
France has decided to abandon the gold exchange 
standard, and to support its currency exclusively by 
gold. The policy which it has followed since the be- 
ginning of the year leaves no doubt in this respect. 
The Bank of France wants to release itself definitely 
from the links which it had with sterling or dollars, 
and this is why it is pursuing the liquidating of its foreign 
currencies. 

The reduction of foreign exchange holdings has been 
accompanied up to now by an increase of the gold reserve, 
and has not weakened the position of the franc. At the 
end of February the total of gold and foreign exchange 
holdings amounted to 90,040 million against 89,472 
million at the end of January, an increase of about 
570 million. At the same time the sight liabilities of 
the Bank of France declined mostly through the dimi- 
nution of discounts by 1,271 million. The position 
of the franc has thus improved considerably during 
February. 

While the monetary situation of France has improved, 
the same cannot be said about her financial situation, 
nor about her economic situation. From a financial 
point of view the necessity of finding new resources 
will preoccupy the new Parliament which is to meet 
on June x. As for the economic situation, it keeps on 
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changing from bad to worse. Industrial interests com- 
plain of the loss of external markets, and of the fall of 
prices. The French Government has not failed to 
attempt to attenuate the economic depression. Since 
the end of 1929, that is to say, since the beginning of 
the world crisis, it has concentrated its efforts upon 
protecting national production against foreign competi- 
tion, which tends to become more and more dangerous 
to French interests. To that end the Government 
has made use of the weapons provided by the customs 
legislation. In the first place it has increased the customs 
duties on foreign imports, thereby saving certain branches 
of industries from having to lower their selling prices. 
The extent of the increase of customs duties varies 
according to the nature of commodities, ranging from 
5 per cent. on chocolate to 420 per cent. on paper. 
Generally speaking, it was approximately I00 per cent. 
This increase of the customs tariff has given a consider- 
able advantage to industry and agriculture, and French 
producers have been enabled to sell their produce in the 
internal market at a remunerative price. The reason 
why the French Government did not increase the customs 
duties upon all imports is that in 1927 it concluded 
commercial treaties with a number of countries, among 
others with Germany. Asa result of these agreements, 
the customs tariff has been fixed for about 72 per cent. 
of the articles on the customs list. To increase these 
duties would necessitate the denunciation of the agree- 
ments, which would require certain delays. As it was 
necessary to act immediately in order to assist French 
trade against foreign competition, the Government has 
found another way, namely, the fixing of quotas for 
foreign imports. Without changing the existing customs 
duties, it has limited the quantity of certain imports. 
The Government has introduced this system on the basis 
of an article in the customs legislation authorizing the 
Government to take appropriate steps for protecting 
French trade when it is endangered. This article does 
not, however, provide for the fixing of quotas for foreign 
imports, and it seems that the Government has inter- 
preted it in a too broad and even abusive way. However 
it may be, since May, 1931, it has introduced a system 
of quotas for a number of categories of products, such as 
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artificial fertilizers, coal, timber, wines, live stock, 
meat, dairy products, fish, furniture, sugar, bananas, 
conserves, toys, tools, lamps, electrical articles, enamelled 
goods, hides and leather goods, etc. The list is an 
impressive one; it has been extended, especially since 
last autumn when the crisis assumed stronger dimensions. 
As a result of this system, imports of foreign goods 
have been limited sufficiently to avoid any grave dis- 
turbing effect upon home trade. Although there is no 
general rule, the Government usually fixed the quotas 
on the basis of the imports during the last few years. 
This system of protection is open to criticism, even more 
so than protection by customs duties, as it interferes 
with the freedom of commerce. At the same time it 
has to be acknowledged that it has helped French trade 
considerably. Most industrial interests have recognized 
that without these restrictions the existence of their 
enterprises would have been endangered. 

The French Government has taken also other measures 
to defend national production. In virtue of the customs 
legislation it was authorized to apply supplementary 
duties to goods which enjoy the benefit of direct or 
indirect export premiums. The object of this clause 
was to protect France against dumping. When sterling 
and other currencies depreciated, the Government made 
use of this clause, and declared that the depreciation 
of an exchange constituted a subsidy to exports. Conse- 
quently it was decided to apply a surtax on goods from 
countries with depreciated exchanges. For Great Britain, 
Australia, Denmark, Mexico and Sweden the rate of the 
surtax has been fixed at 15 per cent., for the Argentine 
and Uruguay 10 per cent., Norway 8 per cent., British 
India 7 per cent. The application of this surtax was 
entirely unjustified. It is true that the sudden depre- 
ciation of a currency may act as a stimulus to exports, 
but the advantage is short-lived, as internal prices tend 
to adjust themselves rapidly. In spite of this the surtax 
continues to be applied. The only exception that has 
been made has been in favour of British coal exports. 

It is not surprising that, sheltered by such a system 
of protection, French trade resisted the crisis, and appeared 
for a long time as constituting a privileged island in a 
troubled world. This prosperity had, however, a too 
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artificial character to survive. This is now being realized, 
as France is beginning to feel the consequences of this 
policy. It is true that France has been able to limit 
the import of foreign products, but her measures have 
resulted in retaliation on the part of foreign countries. 
Trade agreements have been denounced, and new treaties 
will have to be negotiated. In the meantime French 
exporters are suffering a disadvantage also through the 
increase of prices in the domestic market. As a result 
of the Government’s policy, the fall in the cost of living 
which would have otherwise enabled producers to reduce 
wages and costs of production, has been checked. While 
this circumstance does not affect industries working 
for the home market, its full burden has to be borne by 
exporting interests. It is probable that sooner or later 
the Government will have to change its policy. France 
cannot live isolated, it is a necessity for her to export. 
It is by no means impossible that, should the crisis 
become further aggravated in France, the Government 
may be compelled to realize the disadvantages of its 
protectionist measures. ; 
*.* The March issue of THE BANKER’ gave the external 
loans of the Paris market during 1931 as Frs. go milliards. 
The figure should have been Frs. 19 milliards. 


German Banking Conditions 
By a Correspondent 

EBRUARY 22, 1932, is a significant day in the 
Prtisicry of German banking. All leading banks 

reconstructed their balance sheets on that day in 
accordance with the stipulations of the Government of 
the Reich and have received official assistance for the 
continuation of their work. There are now only three 
big commercial banks possessing a number of branches 
left in Germany, namely, the Deutsche Bank und Dis- 
conto-Gesellschaft (created in 1929 through the fusion 
of the Deutsche Bank and the Disconto) the Dresdner 
Bank (which now absorbs the Danatbank), and the 
Commerz-und Privatbank (which absorbed in 1929 
the Mitteldeutsche Creditbank, and is now absorbing 
the Barmer Bank-Verein). The Government of the 
Reich and the Reichsbank possess the majority of the 
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shares in the Dresdner Bank and the Commerz-und 
Privatbank, and are thus in a position to influence their 
management. The DD-Bank was also obliged to avail 
itself of the assistance of the Reichsbank for carrying out 
the necessary increase of its capital, but there is hope that 
it will soon be in a position to recover its independence. 

As recently as in 1929 and 1930 the German Treasury 
had to avail itself in its emergency of the assistance of 
the then rich and liquid German banks. Since then, 
however, the situation has for two reasons undergone a 
fundamental change. The first of these reasons is the 
withdrawal of foreign short-term credits from Germany. 
Between the autumn of 1930 and 1931, especially during 
the months of June and July, 1931, the German banks 
have repaid to their foreign creditors no less than 5 
milliard reichsmarks. At the beginning of that period 
the liquidity of the banks was not unsatisfactory. Amidst 
the economic crisis, however, they were not in a position 
to realize more than a small part of their assets, and were 
able to make the repayment only with the aid of the 
Reichsbank. Moreover, the withdrawals of foreign 
credits, especially in July last, undermined the confidence 
of local depositors. The German Government had to 
guarantee the liabilities of several banks, so as to restore 
the confidence of their customers. 

Apart from this, the German banks suffered during 
the crisis of 1930-1931 exceptionally heavy losses. The 
big banks alone lost on security holdings and credits 
about 1,000—1,200 million reichsmarks. It is often asked 
whether the banks are themselves to blame for these 
losses, or whether they were the inevitable consequence 
of the aggravation of Germany’s economic troubles? 
Perhaps the German banks had acquired too many 
securities during the past few years; hence the excessive 
losses they suffered during the decline of security prices. 
Possibly they had granted credits to German industry 
too liberally, and the decline of marketing possibilities 
for industries by one-third to one-half has affected not 
only shareholders, but also bank creditors. In any case, 
the losses were too big to be covered by the hidden or 
open reserves of the banks, and in some cases even by 
their capital. This was all the more the case as the share 
capital of most banks was not intact. They had adopted 
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during the past few years the practice of supporting the 
price of their shares, and to that end bought up part of 
their own share capital. As a result, the effective share 
capital held by the public declined considerably. For 
all these reasons a radical reconstruction of the banks 
had become inevitable. 

Opinions are divided as to whether the time was well 
chosen for the reorganization. Many bankers hold the 
opinion that at present in the middle of the crisis the 
extent of the losses cannot be ascertained, and the 
writing-down of these losses should therefore be post- 
poned. The Government, however, held a different 
opinion, and induced the banks to carry out the recon- 
struction without delay. The Government’s view was 
that in the circumstances prevailing until February last 
the banks were compelled to reduce their activities; as 
they were too much engaged in liquidating their old 
commitments, they could not devote sufficient attention 
to meeting current requirements unless and until they 
were reorganized. Apart from this, the Government 
wanted to save the banks from having to publish balance 
sheets for December 31, 1931, the sincerity of which 
would be open to doubt, and which would further under- 
mine confidence in the banks. It also appeared un- 
desirable that the Dresdner and the Danatbank, which 
had been under Government control since July, should 
publish less favourable balance sheets than the other 
banks. The idea was to reconstruct all big banks at once. 

In so far as the banks required outside assistance for 
covering their losses, and for restoring their liquidity, 
they could only depend on the assistance of the Govern- 
ment and the Reichsbank. There is practically no capital 
market in Germany, so that the reorganization of the 
banks out of private resources would have been impossible. 
It is true that the Government of the Reich itself does 
not possess any superfluous funds. For this reason the 
solution has been adopted that the Government will give 
new Treasury bills to the banks to cover their losses 
while the Reichsbank (or its affiliate, the Gold Discount 
Bank) will provide new liquid resources by taking over 
their new shares. 

The following table shows the changes in the capital 
and reserves of the leading German banks :— 
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DD-Bank Dresdner Danat Commerz Barmer 
In Million RM. 


Capital at the end of 1930 =... —=— 285 100 60 75 36 
Reserves at the end of 1930 ... 160 34 60 40 18 
Shares :— 
Purchased 1930-31 105 55 35 37°2 23°5 
Of which transferred to the 
Reich sa . , = 22 - 37°2 — 
Actual capital ... ea ae 180 67 25 75 12°5 
Rate of restriction ii ‘ibe 10°4 10°3 10°3 10°3 — 
Reduced amount of sina 72 20 7°5 22°5 12°5 
New Increase - 72 —- 200* — 45 
ee Sscscessiingieamniiaill 
Total new capital a ea 144 220 80 
Of which :— 
Held privately go 20 23°84 
Held by the Gold Discount 
Bank : ‘ 50 48 45 
By the Government ane — 152 11-16 
New Reserves ... 25°2 30 


* In exchange for ‘the 300 ‘million Preference shares issued by the bank in 
July, 1931, to the Reich. 


The Deutsche Bank und Disconto-Gesellschaft shows 
losses on securities and loans amounting to 275 million 
reichsmarks. It is in a position to cover these losses 
without outside assistance. The reduction of its share 
capital shows a book-keeping profit of 108 million reichs- 
marks; another 146 million reichsmarks are drawn from 
the open reserves, and the current profit for 1931 of 21 
million reichsmarks is also available for that purpose. 
After covering all losses, however, the largest German 
bank with a balance sheet total of 3,500 millions was left 
with a share capital of 72 million reichsmarks, and 
reserves of 40 million reichsmarks only. The bank has 
issued, therefore, an additional 72 million reichsmarks 
of new shares at the price of 115 percent. It was possible 
within a few days to place 22 millions of the new shares 
with the old shareholders and friends of the bank. The 
remaining 50 millions have been taken over by the Gold 
Discount Bank, but the bank has the option to repurchase 
these shares at any time. Should it succeed in placing 
these shares elsewhere, the Gold Discount Bank will 
relinquish its réle of shareholder. In its management and 
the distribution of its future profits, the DD-Bank 
remains completely independent. Its capital and its 
reserves are still too small as compared with its turnover. 
For this reason the bank will have to be very careful 
during the next few years in the distribution of dividend 
so as to reconstruct its reserves. 

The losses of the Dresdner Bank, together with those 
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of the Danatbank, which does not publish any balance 
sheet for 193I, amount to 416 million reichsmarks. These 
losses are covered in the following way : The Government 
gives the Danatbank before the amalgamation Treasury 
bills amounting to 115 millions. The 300 million reichs- 
marks of Dresdner Bank preference shares owned by the 
Government are converted into 200 million reichsmarks 
of ordinary shares, as a result of which there is a book- 
keeping profit of 100 million reichsmarks. The Govern- 
ment sells 48 million reichsmarks of this new share- 
holding to the Gold Discount Bank, and transfers the 
proceeds to the Dresdner Bank. The Government places 
74 million shares required for taking over the share 
capital of the Danatbank to the Dresdner Bank without 
any payment. The reduction of the share capital results 
in a book-keeping profit of 63 million reichsmarks, while 
64 million are drawn from the open reserves. The 
current profits of 20 million reichsmarks for 1931 are 
also shown for the purpose of writing off losses. 

It is thus evident that the Government makes excep- 
tionally heavy sacrifices for covering the losses. It had 
to take this course because in July, 1931, it guaranteed 
the liabilities of the Danatbank, and it is anxious to be 
relieved of this guarantee. After the transfer of the 
bank to the Dresdner Bank, and the considerable streng- 
thening of the new bank, the guarantee will cease to 
operate, though it will be maintained temporarily against 
the foreign creditors of the Danatbank, whose total 
claims amount to 450 million reichsmarks, as they are 
not in a position to withdraw their funds owing to the 
conclusion of the standstill agreement. 

The Commerz-und Privatbank shows losses of 107 
million reichsmarks, which are being covered through 
the reduction of the capital, and through the utilization 
of all reserves and current profits to the extent of 80 
millions. This comparatively unfavourable situation of a 
bank which has succeeded in maintaining its liquidity 
and its independence until February was the most 
striking surprise of the reconstruction scheme published 
on February 22. In order to cover the losses, the Govern- 
ment had to buy the 37-2 million Commerz Bank shares 
held in the bank’s own portfolio. These shares have 
been written-down to 11-2 millions, thereby producing 
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a book-keeping profit of 26 millions. Moreover, the Gold 
Discount Bank has acquired 45 millions of new shares 
at 115 per cent., and the Reich has provided a new 
reserve fund amounting to 30 million reichsmarks. 

The contributions of the Government to the Dresdner 
Bank and the Commerz-und Privatbank in the form of the 
cession of Treasury bills will be repaid as far as possible 
out of the profits of coming years. Both banks will 
adopt the following system of distribution of their 
profits: 15 per cent. of the net profits will go to the 
Government, the rest being available for the payment ofa 
dividend up to 8 per cent. The Government is entitled to 
60 per cent. of any surplus, while the remaining 40 per cent. 
belongs to the shareholders. The Dresdner Bank and the 
Commerz-und Privatbank will remain independent of each 
other. The control of the former is held by the Govern- 
ment, that of the latter by the Gold Discount Bank. 

One of the undesirable consequences of the reorganiza- 
tion of the banks is the influence of the Government 
upon banking. As there is practically no capital market 
in Germany, and as the anti-capitalist parties in Parlia- 
ment have a majority, it is difficult to foresee the develop- 
ments arising out of this situation. In spite of this, the 
advantages of the reorganization overshadow its dis- 
advantages. All possible losses and all risks have been 
taken into consideration. The balance sheets provided 
a correct picture of the position of the banks, so that they 
are once more worthy of the confidence of the public 
at home and abroad. Moreover, the banks have obtained 
considerable liquid resources, and are, therefore, again 
in a position to grant credits. There is no need, therefore, 
to continue the enforced process of deflation in Germany. 
The Reichsbank can once more rediscount commercial 
bills to a great extent, as its chief debtors, the banks, 
are once more solvent. The principal problem of Ger- 
many’s economic life remains, however, unsolved in 
spite of the reorganization of the banks. After all, the 
banking crisis was only a consequence of the economic 
crisis. The process of economic recovery is much more 
difficult, and is bound to be very slow. To what extent 
the banks could assist industry and trade depends upon 
the extent of saving in Germany. Foreign capital is not 
likely to enter Germany during the next few years. In 
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fact, it would be an achievement if the credits covered by 
the standstill agreement were left in Germany without 
any further agreement. Everything depends, therefore, 
upon the creation of capital in Germany itself through an 
accumulation of new deposits, and through the creation 
of a domestic capital market in which industrial enter- 
prises can raise funds, to reduce their indebtedness to the 
banks. The chief task of the banks is to assist in this 
process of evolution of capital. 


Banking Situation in Switzerland 


By a Correspondent 


HE publication of the annual reports of the leading 
Swiss commercial banks has seldom been expected 
with so much interest as this year. Everybody 
knew that the events of the summer and autumn of 1931 
had provided a severe test to the leading banks. These 
banks display a great part of their activities in the 
international field. After having received from abroad 
during the first half of 1931 a substantial amount. of 
deposits, the banks registered during the summer heavy 
withdrawals on the part of their foreign customers, 
assuming often the form of hoarding bank notes or gold. 
Fortunately, the Swiss public itself did not allow itself to 
be influenced by this movement to any extent. 

In such conditions the first pre-occupation of the banks 
was to increase their liquidity. The reduction of their 
commitments abroad resulted in a decline of their 
turnover. The combined balance sheets of the eight 
leading Swiss banks, Banque Commerciale de Bale, 
Banque Fédérale, Banque Populaire Suisse, Crédit Suisse, 
Leu & Co.’s Bank Ltd., Swiss Bank Corporation, Swiss 
Discount Bank, Union Bank of Switzerland, shows in the 
first place a decline of the total from 8,667 million francs 
to 7,171 million francs. Every item of the assets shows 
a decline with the exception of the cash resources, which 
have increased from 365 million to 995 million. This 
increase of the liquidity necessitated by the international 
situation has been attained mainly through the realization 
of the major part of the banks’ foreign bill holdings, 
and by the withdrawal of funds formerly held abroad. 
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Owing to the lack of eligible Swiss bills, part of these 
funds had to be kept in cash. The difficulty of employing 
such funds resulted in a reduction of interest rates on 
sight deposits. Balances have declined from 1,655 million 
to 735 million, while the bill portfolio shows a reduction 
from 1,460 millions to 949 millions. The total share 
capital of the combined banks increased from g0g millions 
to 9274 millions, as a result of the amalgamation of the 
Comptoir d’Escompte with the Union Financiére de 
Genéve. The share capital of the new bank, which 
assumed the name of Banque d’Escompte Suisse, was 
reduced, and subsequently raised to 80 million francs by 
the issue of new preference shares subscribed by a group 
of leading Swiss banks. Apart from this new bank which 
registered a considerable loss for 1931 as a result of special 
local conditions, all the other banks have realized con- 
siderable profits, which although lower than the corre- 
sponding figures for the previous year, may be regarded 
as satisfactory. Considerable amounts have been written 
off on account of the depreciation of securities and bad 
debts without having to touch the open reserves which 
amounted to 242-4 millions, representing 26-13 per cent. 
of the total paid up share capital. The following table 
compares the figures of the eight commercial banks as for 
December 31st 1931 :— 
Allowance 
Paidup KRe- for depre- Net Divi- 
— Capital. serves. ciation. Profit. dend. 








thousand of francs. per cent. 








Banque Commerciale de 


Bale .. a .. 100 334 3°6 4°9 5 
Banque Fédérale, S.A. 100 30 3°7 5:0 5 
Banque Populaire Suisse 188 28-6 3°2 6-0 3 
Crédit Suisse .. ~« 550 53 3°4 13°0 8 
Leu & Co.’s Bank, Ltd. 50 7°3 2°2 3:0 6 
Swiss Bank Corporation 160 53 2°79 12°6 Z 
Swiss Discount Bank .. 80 5 22°4 —16°6 O 
Union Bank of 

Switzerland .. .. 100 32 3°0 5:0 5 


For 1931 the net profits of these banks amounted to 
33°2 millions against 74-3 millions in 1930. Leaving out 
the Swiss Discount Bank, the net profits declined from 
70°1 millions to 49-8 millions. Dividends have absorbed 
47 millions against 67-4 millions for 1930. The dividends 
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have been reduced by 2 or 3 per cent.; the Swiss Bank 
Corporation reduced its dividend from 8 per cent. to 
7 per cent., while the Crédit Suisse has decided to maintain 
its dividend at 8 per cent. on the occasion of its seventy- 
fifth anniversary. 

The question of the frozen credits of Swiss banks has 
been subject to much discussion. In this respect it may 
be useful to point out that these commitments have been 
economically justified. Germany covers one-fifth of the 
Swiss frontiers, she supplies at present over 30 per cent. 
of Swiss imports, and takes about 20 per cent. of Swiss 
exports. For these reasons it is to the interest of Switzer- 
land that Germany should possess sufficient capital to 
carry on her trade normally, and to finance her imports. 
Consequently, it is reasonable that the leading Swiss 
banks, compelled to reinvest abroad part of their funds, 
should have turned towards Germany. In any case, the 
high standing of their German debtors, and the good faith 
which, generally speaking, they have shown justifies 
hopes that, apart from unforeseen grave developments, 
they will be in a position to meet their liabilities. 

Even though the leading Swiss banks have been 
arrested in their development and in the increase of their 
profits, generally speaking, they have shown a remarkable 
resisting capacity and ability to adapt themselves to 
changed conditions, which augurs well for the future. 

The Cantonal banks, which are mostly under the 
guarantee of the cities in which they are established 
and whose activities are confined to a great extent to 
internal transactions, have been affected to a less 
extent than the commercial banks. They had, gene- 
rally speaking, a favourable year. The combined balance 
sheet of the twenty-seven institutions included in the 
Union of Swiss Cantonal Banks as for December 31, 
1931, aggregated 7-7 milliard francs against 6? milliard 
in 1930. As in the case of commercial banks, the desire 
to increase liquid resources resulted in a considerable 
augmentation of cash and balances with the Swiss 
National Bank. This item increased from 59 million 
to 201 million, while at the same time balances with 
banks and correspondents declined from 457 million 
to 300 million, and bills on Switzerland from 347 to 
268 million. These figures indicate the stagnation of 
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export business. The Swiss internal market has re- 
mained, on the other hand, comparatively satisfactory. 
The building industry has continued to display much 
activity, which explains to a great extent the increase 
of mortgage credits from 3,501 million to 4,347 million. 
The Cantonal banks are in a position to borrow at a 
slightly lower rate than the other banks owing to the 
official guarantee of their liabilities. This circumstance 
is particularly profitable to agriculture and the building 
industry, and it is thanks to this circumstance that 
deposits with these banks show an increase in times of 
uncertainty. Savings deposits have increased from 2,019 
million to 2,328 million, and long term loans from 2,722 
million to 3,109 million, a total increase of nearly 
700 million. The banks of this group possessed at 
the end of 1931 a total capital of 597 million, and open 
reserves of 171 million as compared with 533 million 
and 145 million respectively at the end of 1930. As for 
medium-sized banks and local banks, they have produced 
fairly satisfactory results, and have been able to maintain 
their dividends. 

While the Swiss banking system has remained very 
strong, other branches of Swiss economic life have 
been confronted with problems of increasing difficulty. 
The variety of obstacles created during the last few 
months to international trade has affected Swiss export 
trade considerably. In addition, a too-high level of 
prices has also affected trade. The high cost of living 
is detrimental to the competitive capacity of Switzerland 
in the international market, and is stimulating the 
import of foreign manufactures. In order to defend 
the country against this invasion of foreign goods, the 
Federal Council took at the beginning of 1932 various 
measures of a temporary character after having been 
compelled to denounce the trade agreement with Germany. 
At present a provisional agreement with that country 
is under consideration. Clearing arrangements have 
been concluded with several countries, but these have 
not given much satisfaction, and further negotiations are 
in progress in this respect. In the meantime Switzerland 
has introduced the system of quotas for the import of 
certain merchandises. The authorities fully realize that 
Switzerland cannot remain an island of high prices 
















64 THE BANKER 





surrounded by countries with lower prices. The country 
cannot isolate itself from the influences of the inter- 
national market, and the gradual adaptation of prices 
to the world level will have to be faced. 


International Banking Review 
AUSTRIA 

HEN in June last a standstill agreement was 

WV concluded for two years as to the liabilities 
of the Creditanstalt under the guarantee of the 
Austrian Government, it was hoped that the difficulties 
of that bank had been for the time being removed. In 
reality the Creditanstalt affair has been ever since an 
incessant source of trouble both to its creditors and to the 
Austrian authorities. The latest developments have 
been of a nature to threaten the very existence of that 
institution. The new president of the Austrian National 
Bank, Herr Kienboeck, has refused to grant the bank 
further rediscount facilities. As the current receipts of 
the bank are inadequate to cover overhead charges, and 
as at present it is not in a position to realize its assets, 
it cannot carry on unless it receives support in some form 
to cover the current deficit. Thus, unless the Austrian 
National Bank reverses its decision, or assistance is given 
from other quarters, the bank may have to close down, 
and go into liquidation. The Austrian Government is 
prepared to provide further assistance if the creditors 
on their part are willing to agree to a considerable re- 
duction of the Government’s liabilities arising from its 
guarantee of their claims against the Creditanstalt. 
According to the terms of the original offer, the Austrian 
Government was to discharge its liabilities under the 
guarantee of the bank’s liabilities by issuing to the cre- 
ditors four-year bonds bearing interest of 24 per cent., 
and amounting to 60 per cent. of the total claims. For 
the remaining 40 per cent. the creditors would receive 
new shares in the Creditanstalt. The creditors regarded 
this offer as quite inadequate, as even after the restoration 
of normal conditions, 24 per cent. Austrian Government 
Bonds are bound to be at a heavy discount. Moreover, 
the arrangement would necessitate the increase of the 
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share capital of the Creditanstalt to some 500 million 
schillings, and there are no chances whatever that such a 
huge capital could ever be adequately remunerated. In 
reality the offer amounted to a reduction of the claims 
to something like 40—45 per cent. of their original amount. 
While the creditors are prepared to make sacrifices, 
they were unwilling to accept such a drastic reduction 
of their claims. They also objected to connecting the 
proposed reduction with the difficulties experienced by 
the Creditanstalt in obtaining funds for covering current 
working costs. After all, it is to the interest of the 
Austrian authorities more than to that of the creditors 
to keep the bank going, and the creditors object to the 
pressure that is being put upon them in this connection. 
At the time of writing negotiations are in progress, and 
it is hoped that a satisfactory compromise will be reached. 
HUNGARY 

Negotiations for the conclusion of a standstill agree- 
ment between Hungarian banks and their London 
creditors have reached a very advanced stage, but there 
are still differences which prevent a definite conclusion. 
There has been a great deal of talk about the possibility 
of steps being taken to block the Hungarian deposits in 
London. Similar steps have actually been taken in 
New York, but it is hoped that such extreme measures 
can be avoided in this centre. The main grievance of the 
banking creditors is that the interest and sinking fund 
services of the Hungarian League of Nations loan is 
still being paid, and that Hungarian land mortgage 
bonds have been bought in London on Hungarian account, 
so as to benefit by their low price, and by the depreciation 
of sterling. It is believed, however, that steps have been 
taken by the Hungarian authorities to prevent any such 
further purchases, and that the services of the League of 
Nations loan will also be suspended in the near future, 
thereby removing this source of irritation. 

The annual report of the Hungarian General Credit 
Bank gives an account of the difficulties of that bank 
during the Central European crisis of July 1931. The 
report states that as a result of the political detachment 
of Hungary from Austria after the war, Budapest has 
ceased to be financially dependent upon Vienna. In 
spite of this, for psychological reasons, the Creditanstalt 
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crisis has affected Hungary to a very great extent through 
the heavy withdrawals of foreign credits. The Hungarian 
General Credit Bank was the first to suffer through this 
movement because of its close association in the past 
with the Creditanstalt. The withdrawal of foreign 
credits provoked a run of local depositors, but the bank 
has succeeded in meeting all its liabilities, and calm has 
eventually been restored. Towards the end of 1931 the 
bank began to receive new deposits, as a sign of the 
restoration of confidence. Amidst the prevailing circum- 
stances the bank considered it inexpedient to pay any 
dividend, and applied its current profits for writing down 
doubtful debts and further strengthening the reserves. 


NORWAY. 

The reorganization of the Bergens Privatbank and 
Den Norske Creditbank, both of which had to suspend 
payment at the end of last year, is now complete. In 
the case of the Bergens Pnvatbank, an extraordinary 
meeting of shareholders held on February 19, approved 
the reconstruction scheme. The bank’s capital is to be 
written down from Kr. 30 to Kr. 12 millions by reducing 
the denomination of the shares from Kr. 250 to Kr. 100, 
and fresh capital of between Kr. 13 and Kr. 14 millions 
is to be provided by the issue of new shares. On the 
same day an extraordinary meeting of the shareholders 
of Den Norske Creditbank approved the reduction of the 
bank’s capital from Kr. 33 to Kr. 22 millions, and its 
subsequent increase by the raising of Kr. 5 millions of 
new capital to Kr. 27 millions. On February to the 
Storthing authorised the Norges Bank to give support 
to both institutions, and the central bank, as a result, 
has placed adequate liquid funds at the disposal of 
both banks as from March 15. Consequently upon that 
day both banks were able to re-open their doors and 
resume their normal operations. 


SWEDEN 
In connection with the tragic death of Mr. Ivar 
Kreuger there has been some uneasiness as to the 
repercussions of that event upon some Swedish banks, 
especially the Scandinaviska Kreditaktiebolaget, which 
bank has been closely associated with the Kreuger 
group. In reality, however, there is no reason for any 
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uneasiness, as the banking situation in Sweden is very 
sound, and in any case, no bank of good standing would 
be allowed to be affected by this crisis. Mr. Rydbeck, the 
head of the Scandinaviska Kreditaktiebolaget, has been 
appointed to take charge, and to succeed Mr. Kreuger 
as head of the group. Exaggerated rumours have also 
been in circulation as to the short-term bank debts of 
the group in various centres. In this respect no informa- 
tion has so far become available, but there is every reason 
to believe that in no case are these liabilities sufficiently 
large to cause any serious trouble. As is well known, the 
group financed its transactions largely by the increase 
of its share capital and debenture capital, and any 
outstanding bank credits represent only a small fraction 
of its huge capital, a large part of which, at any rate, 
must be covered by assets. Thus, the security of the 
bank credits of the group is beyond question. It is not 
believed that London is involved to any great extent. 

The Kreuger crisis did not disturb the banking 
situation in Sweden. The public took the event calmly, 
and there was no sign of any run on the banks. As 
foreign credits have been reduced considerably during 
the last few months, any withdrawals on that account 
could not cause any serious embarrassment to the banks. 
The extent to which the exchange has been affected is 
comparatively small. 

BELGIUM 

The annual report of the National Bank of Belgium 
emphatically rejects the idea of suspending the gold 
standard. Rumours to that effect have repeatedly been 
in circulation, and there is no doubt that in certain 
industrial quarters the departure from gold parity would 
be well received. From a monetary point of view, 
however, there is no reason whatever to anticipate the 
suspension of the gold standard. The National Bank’s 
position is strong, and if it came to the worst, Belgium 
could always rely upon assistance from France to defend 
the exchange. Negotiations have in fact been conducted 
for some time for the issue of a loan of 1,000,000,000 
francs in Paris. 

In its annual report, the Banque de Bruxelles 
states that the amalgamation of the numerous affiliates 
of the bank with the parent institution has been carried 
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out successfully. The report lays stress upon the fact 
that the bank had no commitments whatever in Germany 
or in any country which is under a Standstill Agreement, 
and that, at the time of the suspension of the gold standard, 
it had no sterling balances, nor any balances in any other 
currency which has undergone a depreciation. In fact, 
it is understood that, at the time of the suspension of 
the gold standard, the Banque de Bruxelles had a con- 
siderable sterling loan from a London bank, and the 
exchange difference on that loan must have added 
considerably to its profits. The bank has decidedly 
consolidated its position, and Belgian banking in general 
is looked upon with much greater confidence than it was 
a few months ago. 


JAPAN 


While banking conditions in Japan were com- 
paratively steady and uneventful during the acute 
banking crisis in Europe and the United States, during 
the first week of March a panic threatened to develop in 
several districts of Japan. This was due to the un- 
certainty created by the military and political outlook 
in the Far East, and to the depreciation of the yen. 
Following the failure of an attempt to amalgamate two 
banks in Western Japan, there was a run on seven banks, 
five of which suspended payments. The Bank of Japan 
has subsequently given its support to these institutions, 
with loans totalling 100,000,000 yen. The situation has 
become calmer, and a few days later the Bank of Japan 
was in a position to reduce its Bank rate. 

The annual report of the Bank of Japan states that 
the bank’s loans and discounts, which up to September 
had generally been kept on the 600 million yen level, 
gradually increased in the last quarter, as the tightening 
tendency of money was greatly accentuated by the loss 
of gold. The amount outstanding on December 31, 
rose to 964 million yen, of which 575 million yen repre- 
sented discounts under the Indemnity Act. At the same 
time, private deposits, after rising to over 300 millions in 
May, fell away to the neighbourhood of 100 millions. 

The influx of gold during the past year amounted to 
72 million yen, while efflux aggregated 428 millions, as a 
result of which the gold stock declined to 469 million yen 
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at the end of last year. The note circulation was also 
105 millions below its corresponding figure of a year 
ago, although towards the end of the year it underwent 
a considerable increase. 
MEXICO 

According to the Monetary Law of July 25, 1931, 
gold coins have ceased to be legal tender, and the notes 
of the Bank of Mexico as well as silver coins have become 
legal tender. A Central Banking Council was created, 
and the Mexican banks were obliged to transfer to that 
Council two-thirds of the reserves they kept against their 
deposits. This Council has now been dissolved, and the 
reserves are being returned to the member banks. The 
Bank of Mexico has been given full authority to issue 
notes against rediscounts as well as the coinage of silver. 
The National Banking Commission will have authority 
to supervise the reserves of the note issue. 


Banking Reviews 
English Reviews 

HERE can be no doubt that Russia is destined to 

play an increasingly important part in the economic 
life of the world. It is, therefore, interesting to 
learn from an article by Mr. V. de Korostovetz, in LLoyDs 
BANK review for March, that the Ukraine—one of 
Russia’s most prosperous provinces—may break away and 
become an independent State. The writer gives an 
excellent sketch of Ukrainian history and points out the 
comparatively high intellectual development of the 
peasants. There is also strong religious and national 
feeling which has survived Soviet persecution and is a 
perpetual thorn in the side of the Soviet Government. 
The Ukraine is chiefly an agricultural country, but her 
supplies of minerals are a most important asset, and she 
‘““may be regarded as a self-contained unit, with many 
potentialities for developing her own industries and her 
import and export trade.” The article suggests that, if 
she became an independent State, she would be an 
important purchaser of manufactured and other goods, 
but that her agricultural products would seriously compete 


with those of Canada, the Argentine, Roumania and 
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Hungary. There would also be political consequences, be- 
cause the neighbouring States, Finland, Estonia, Latvia, 
Lithuania and Poland, would no longer have such reason 
to fear a “‘ one and indivisible centralized Russia.”’ They 
would be in a stronger position to link up with Western 
European countries and Russia would have to turn her 
attention more and more to alliances with Asiatic peoples. 

The leading article in the same review deals with the 
British tariff scheme, and the writer points out that, in 
considering its merits, the vital fact to remember is 
that very much depends upon the manner and spirit 
in which it is operated. Moreover, the tariff has been 
introduced to rectify an adverse trade balance, but “‘ we 
are about to combine in our economic system a tariff and 
a fluctuating currency,” and it remains to be seen whether 
a diminution in our imports will raise the exchange value 
of the pound, thereby diminishing the benefits to our 
export trade and hence leaving our trade balance no 
better off than it would be without the tariff. The writer 
then turns to another but equally important side of the 
question. He suggests that, unless we are careful, agree- 
ments may be concluded with the Dominions at Ottawa 
which will preclude us from forming a “ low-tariff ”’ group 
with other foreign powers, e.g. Scandinavia, Holland, 
Belgium, Austria and the Argentine, “ which might 
well be the basis for a general world reconstruction 
movement.”’ 

An article in BARCLAYS BANK review for March on the 
same subject draws attention to the fact that our adverse 
trade balance for 1931 was due mainly to the decline 
in certain of our invisible exports, i.e. the income derived 
from shipping, from overseas investments and from short 
interest and commissions. ‘‘ A recovery in these three 
items is mainly dependent upon an improvement in 
international trade which, in turn, rests largely upon the 
satisfactory solution of those outstanding problems con- 
nected with War Debts and Reparations and tariff and 
other restrictions.’’ At first sight it might seem that the 
composition of our tariff would but add one further 
barrier to international trade, but, as the writer of 
this article states, “‘ so long as this country was prepared 
to offer practically a free market to the goods of the rest 
of the world, there was little prospect of any downward 
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movement in customs duties abroad.”” We have now 
adopted a defensive tariff, but this does not mean that we 
have abandoned the hope of reducing tariffs to a mini- 
mum ; rather, that we have nowadopteda powerfulweapon 
for enforcing what has previously been but a pious hope. 
It seems a pity that the writer of this article does not 
lay more stress upon the importance of bringing this view 
again and again before the British Public. The idea 
seems to be prevalent, and it is fostered by certain sections 
of the Press, that our tariff is a panacea and that we have 
now nothing more to worry about. 

“The Monetary Outlook and Britain’s Opportunity ”’ 
is the title of an interesting article in the MIDLAND BANK 
review for February-March. The writer points out that 
there is at the present time no “ world price’”’ for any 
commodity, because the world no longer operates upon a 
universal monetary basis. Sterling is undoubtedly the 
most influential unit of the non-gold group, and sterling 
prices exercise a strong influence upon gold prices (though, 
of course, the converse is also true). Hence the writer of 
this article argues that if sterling prices keep steady or 
tend to rise, they should do much towards initiating a 
rise in world prices. 


Foreign Reviews 


Most of the Foreign Banking reviews received this 
month sum up the economic conditions in their various 
countries during 1931. They all report a reduction of 
activity and an increased difficulty in exporting their pro- 
ducts owing to tariffs and restrictions placed on foreign 
exchange dealings. It clearly seems a case of each country 
endeavouring to remove the mote from his neighbour’s 
eye and, at the same time, ignoring the beam in his own. 
Thus, the bulletin of the NATIONAL BANK OF THE KING- 
DOM OF JUGOSLAVIA for the last quarter of 1931 points 
out that the decline in exports for that period was 57 per 
cent. as compared with a decline of 37 per cent. a year 
ago. The decline is attributed to the reduced buying 
capacity in countries affected by the crisis and to obstacles 
placed in the way of importations of foreign goods. 
Again, the monthly bulletin issued by the BANQUE 
NATIONALE DE BuLGARIE for February, 1932, attributes 
the decline in the foreign trade of Bulgaria to the 
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restrictions placed on dealings in foreign exchange after 
England abandoned the gold standard. Bulgaria is also 
hardly hit by the fact that it has no commercial treaties 
with any nations except Turkey and thereby is severely 
hampered in its export markets by high tariffs. Conditions 
in Czechoslovakia were for some time only partially 
affected by the general economic crisis, but the report of 
the NATIONAL BANK OF CZECHOSLOVAKIA for December 
193I—January 1932, shows that the storm has now hit 
that country. The unemployment at the end of 1931, some 
481,000, is the largest figure yet attained and the writer 
attributes this increase to ‘‘ the world-wide obstructions 
to international exchange of commodities, which recently 
led to a progressive closing of numerous markets.” 

We have received this month the first bulletin pub- 
lished in French by the newly constituted BANQUE 
CENTRALE DE LA REPUBLIQUE DE TURQUIE in Angora. 
This bulletin contains an article on the Turkish budget 
and a short account of the creation of this new central 
bank. Some further space is devoted to the general 
economic situation and the measures by which imports 
are being discouraged. Statistics are also included covering 
various branches of Turkey’s economic activities. ; 

The economic review for December, 1931, published 
by the BANco DE LA NACION ARGENTINA, contains an 
interesting and concise account of the production and 
consumption of sugar in Argentina. Once again we read 
the old story of over-production and inability to increase 
consumption. Large stocks of sugar, left over from 
previous years, have a depressing effect on its price. An 
effort has been made in certain provinces to reduce 
production, apparently without very great success, and 
the price has continued to fall. A National Sugar 
Commission was appointed a year ago and is attempting 
to regulate production and to clear stocks. A minimum 
price has been agreed upon and a moving scale of import 
duties has fixed this minimum price by excluding foreign 
sugar. 

The January number of the REVISTA DEL BANCO DE 
LA REPUBLICA, Bogota, contains a short article on the 
mineral wealth of Colombia. The variety of minerals 
found in that country is astounding but it will be many 
years before Colombia derives the great benefits from 
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them that she should. The writer advocates a systematic 
geological survey of the whole country and a definite and 
constructive legislative policy with regard to mining. 

The review published by the NATIONAL CiTy BANK OF 
NEw YorRK in February devotes considerable space to an 
explanation of the work of the recently formed Recon- 
struction Finance Corporation. The author considers at 
some length the charge that this Corporation was to be 
the instrument through which the country was to be 
subjected to a period of inflation and reiterates his 
remarks on the same subject in the previous number of 
that review. It is a mistake to assume that the purposes 
to which the credit released by the Corporation will be 
applied are inflationary. He adds, “‘ The steps under- 
taken by the Government are designed only to replace 
by a public source of credit the normal private sources 
that are dried up by the effects of fear.’’ Considerable 
space is also devoted to “ Reparations and Debts’’; the 
Dawes Plan, the Young Plan and the report of the Basle 
Committee are all discussed and the writer ends his article 
with the crucial point of the whole matter, namely, the 
problem of transfer of funds from one currency to another. 
We are inclined to agree with the writer when he says, in 
relation to this particular problem, that “‘ It is high time 
that statesmen gave it the attention it deserves.” Too 
much emphasis has been placed on the necessity of 
paying reparations and debts and not enough on ways and 
means of transfer. 


Books 
THE TRUTH ABOUT REPARATIONS AND WAR DEBTS. 


By Davin Lioyp GeEoRGE. London, 1932. 
(Heinemann, price 3s. 6d.) 


THE publication of a book on reparations and war 
debts by Mr. Lloyd George is an event of great importance. 
It could not have come at a more opportune moment. 
For the first time, the French Government has declared 
itself ready to consider the possibility of adjusting repara- 
tions to realities, and the problem, hitherto rigidly sur- 
rounded by a series of agreements, will be once more in 
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the melting pot at Lausanne. Mr. Lloyd George’s 
historical survey of the evolution of reparations contains 
many interesting facts which have slipped into oblivion 
in the course of the passing years. For instance, he gives 
his reader a welcome reminder that the cancellation of 
reparations is not contrary to the Treaty of Versailles; 
in fact, Article 234 envisages such possibility. This 
may conceivably make a drastic scaling down more 
palatable to French opinion. His dramatic fight against 
excessive French claims throughout the series of post-war 
conferences is described with vivid colours. Answering 
the critics who accuse him of having agreed to excessive 
figures, he refers to the circumstances prevailing imme- 
diately after the war, which made it impossible to con- 
clude a reasonable agreement. The facts he invokes in 
his defence are convincing; but it is a pity he does not 
show himself as understanding towards the negotiators 
of the British-American debt funding agreement as he 
expects us to be towards those responsible for the fixing 
of reparations at an unduly high figure. 

The least convincing parts of Mr. Lloyd George’s 
book are his references to bankers. He is obviously 
prejudiced against bankers in general and Mr. Montagu 
Norman in particular. On his own evidence, his thesis 
that bankers have always taken the short view and 
politicians the long view could be disproved. He 
quotes with approval the recommendations of the Basle 
Committee (whose members were all bankers with the 
exception of Sir Walter Layton) urging the Governments 
to take immediate steps for arriving at a solution of the 
deadlock. He also mentions with dismay that, after 
reading these recommendations, the politicians have 
decided to postpone the Lausanne conference from 
February to June. 

Dealing with more recent events, Mr. Lloyd George 
delivers a strong indictment against the French policy. 
“France was not in the least upset by the millions of 
American and British workless. Her statesmen who 
contemplated with such placid superiority the derelict 
workshops of the United States, Britain and Germany 
had not the vision to perceive that the clouds were 
gathering and already becoming visible on the French 
horizon. France was far more perturbed by the possible 
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legal implications of the suspension of the Young Plan 
than she was by the prospects of Germany being driven 
to bankruptcy.” The benefits of the Hoover moratorium 
were very nearly ruined by France’s attitude. By the 
time legal technicalities had been satisfied in accordance 
with her claims, “‘a state of financial stress had been 
created which still holds Central Europe hanging halfway 
down the abyss.”’ 


~—MONETARY PROBLEMS OF THE BRITISH EMPIRE. By 
S. E. Harris. New York, 1931. (London: 
Macmillan & Co., price 25s.) 


Mr. HARRIS gives an extremely interesting account of 
the history of the pound sterling, the rupee, and the 
South African, Australian and Egyptian pound since 
1914. He does not confine himself to monetary problems 
in the narrower sense of the term, but pays due regard 
to the developments in the broader field of finance that 
reacted upon the monetary situation, as well as to general 
economic problems. He writes with a wealth of know- 
ledge of the literature on the subject, and his comments 
upon the events are stimulating. He is particularly 
interesting when dealing with technical problems such 
as the British gold policy during the war or inter-Allied 
debt arrangements. It is to be regretted that the book 
does not embrace all the currencies of the Empire. The 
addition of chapters on the Canadian and Newfoundland 
dollar, the Irish and New Zealand pound, and the 
currencies of the various Crown colonies, would improve 
the value of the volume as a reference work on recent 
Empire currency history. 


“ECONOMICS IN THE TWENTIETH CENTURY. By THEO 
SURANYI-UNGER. Edited by Edwin R. A. SELIG- 
MAN. London. (George Allen & Unwin, price 
2Is.) 

Ever since the days of the tower of Babel, the 
difficulty of mastering a number of languages has handi- 
capped the progress of mankind in every sphere. 
Economics would have undoubtedly reached a much 
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more advanced stage but for the fact that economists in 
various countries had to waste their energies in struggling 
with problems which have been solved before them in 
some foreign country. Mr. Suranyi-Unger, with his 
exceptional knowledge of languages that has enabled 
him to explore the treasures of German, French, English, 
Italian, etc., economic literature, gives an international 
survey which in many ways provides the missing link. 
Although it is primarily meant for the student of eco- 
nomics, it is also eminently suitable for the practical man 
desirous of improving his theoretical background so as to 
be able to appreciate from a higher standpoint the facts 
of which he has direct knowledge. 


A DIGEST OF THE LAW oF BILLS OF EXCHANGE, 
PROMISSORY NOTES, CHEQUES, AND NEGO- 
TIABLE SECURITIES. By Sir M. D. CHALMERS. 
Tenth edition by ANDREW DEWAR GIBB. London, 
1932. (Stevens & Sons, Ltd., price 25s.) 


THE new edition of this standard. work, which is 
the first revised edition since the author’s death in 1927, 
brings the book up to date by incorporating the effect 
of the new decisions and legislation. 


THE FuTuRE oF Europe. By H. WItson Harris. 
London, 1932. (Sidgwick and Jackson, price 
3s. 6d.) 

ALTHOUGH the book is written essentially from a 
political point of view, bankers may read it with benefit 
to themselves. Politics and finance are hopelessly inter- 
woven these days, and no business man whose transactions 
go beyond the shores of this country can afford to ignore 
the underlying currents in international politics. 
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HUNGARIAN GENERAL CREDITBANK 
BUDAPEST 





EFFECTS OF AUSTRIAN CRISIS 





DIVIDEND POLICY 


HE board of directors of the Hungarian 
General Creditbank, at their meeting, 
held under the chairmanship of Baron 
John Harkanyi, P.C., on March oth, 1932, 
presented the accounts for the year 1931. 
Considering the’ close economic and 
financial relations between Austria and 
Hungary, originating from the centuries-long 
common union of the old Habsburg Monarchy, 
it is only natural that the repercussions of 
the crisis in Vienna should have affected 
Hungary with particular intensity. For- 
tunately, however, the bank was in a position 
to give ample evidence of strength to meet 
any emergency. Later on in the year new 
deposits again began to accumulate, though 
on a modest scale, owing to market conditions, 
and current business revived. Deposits 
have further increased during 1932. 


PROFIT AND LOSS ACCOUNT 


The profit and loss account, prior to the 
proposed writings off, shows a profit of 
5,849,162 pengd. In consideration of the 
unfavourable economic situation and the 
uncertainty as to its future development, 
the board observed the utmost caution in 
valuing all its assets, and has effected 
exceptional writings off, amounting in the 
aggregate to 3,256,564 pengd. After this 
deduction, 2,592,598 pengé remain to be 
disposed of by the genera] mieeting. 

The board decided to move at the 
ordinary general meeting, to be held on 
March roth, that no dividend be paid this 
year, but that 500,000 pengé be appropriated 
for the ordinary reserve fund, 200,000 pengé 
for the endowment of the depreciation 
reserve fund, 1,000,000 pengé for the pension 
funds of employees, and that the remaining 
892,598 pengd be carried forward to the 
account of 1932. The payment of tantiémes 
will be likewise forgone for this year. 


DEPOSITS 


Deposits figure in the balance-sheet at 
138-4 million pengd, 45:8 million pengé 
being savings deposits, as against 61-3 
million peng6 in 1930, and 92-6 million pengéd 
being deposits on current account, as 
against 147-2 million pengé in 1930. 

Sundry creditors diminished from 136°2 
million pengé to 96-5 million pengd. Out 
of this amount 79-5 million pengd, against 


93 million pengé in 1930, represent credits 
contracted abroad on behalf of the bank’s 
customers (reimbursement and acceptance 
credits, etc.), while 17 million pengé, against 
43°2 million pengé in 1930, were used for 
current business. 

Debtors and bills aggregate 218-5 million 
pengé, of which debtors were 139:6 million 
pengé, as against 216-4 million pengé in 
1930, and bills were 78-9 million pengé, as 
against 102:7 million pengé in 1930. 

Stocks and participations stand at 53-7 
million pengd. These items were entered 
in the balance-sheet at a considerably lower 
figure than the possibilities of assessment, 
which the relevant decree provides. 


CAUSES OF SETBACK 


The setback in the returns is due to the 
exceptional writings off, to the losses 
through the deadlock in the Stock Exchange 
and foreign exchange business, as well as 
to the fact that the several increases of 
the Bank rate, which have taken place 
during the past year, were passed on to 
the debtor in part only. The decline in 
the earnings is counterbalanced by the 
cutting of overhead expenses; the measures 
applied for this end are already in evidence 
partly, and will be fully so before very long. 

The proposal to forgo the payment of 
a dividend, though the returns would have 
admitted of some payment, was made after 
mature deliberation, in view of the economic 
situation both at home and abroad. This 
circumstance has actuated the board in 
moving the substantial endowment of the 
reserve funds, as well as the carrying forward 
of a considerable amount. 

The decline in the item debtors and bills 
is due partly to repayments and in part 
to an increased call for the rediscount of 
bills. For some months past the use made 
of rediscount credits has fallen off in- 
creasingly. 

The majority of the enterprises belonging 
to the concern are able to offer, thanks 
to their basic soundness, adequate resistance 
to the economic crisis and in some branches 
have even achieved very gratifying results. 
The bank continues to consider itself in duty 
bound to safeguard the interests attaching 
to these enterprises, the more so as a great 
many of them have considerably gained in 
importance by the import restrictions. 
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Table I 
(IN MILLIONS OF £) 
| GERMANY 
lENGLAND| v.s.a. | FRANCE | BeLorum | NETHER | pexmaRk| NORWAY |SWEDEN| |} 


| Total | Abroi 
| 















1929 | 
JanvaRY.. | 154-2 | 540-8 | 263-1 | 25-8 | 35-9 9-5 8-1 13-0 | 133-6 = 4 
APRIL ..| 155-8 2 3 ‘0 | 34-9 9°5 8-1 12-9 | 126-3 64 
JULY | 154-4 3 2 ‘8 36°7 9-5 8-1 12°9 | 97:6 | 44 
OcTOBER .. | 7 0 2 3 36-6 9°5 8-1 13-3 | 108-3 | 74 













1930 












} 

| 
JANUARY .. | 150°5 601-9 341°8 | 33-6 37-0 9-5 8-1 13-5 111-8 rb 
APRIL 156-2 9 ‘0 | 33:8 35-7 9-5 8-1 13-4 124°5 7% 
JULY oe 156-3 “s 6 | 34:3 35-7 9°5 8-1 13-3 128°2 | 73% 
OCTOBER .. 6 ‘0 3 | 36:2 32°7 9°5 8-1 13-3 | 119°6 7 


















1931 





JANUARY... | 145°9 604-3 432°6 | 39-2 35-2 9°5 8-1 13°3 108-5 | 10+ 
MARCH 140°9 | 635-8 451-5 | 40°5 | 36°8 9°5 8-1 13-2 111-9 10: P 
APRIL 144°5 640-1 451-6 41-1 36°8 9°5 8-1 | 13-2 114-7 10‘) 
May 147°5 651-8 447-8 41°3 37-2 9°5 8-1 13-2 116-0 10: 
JUNE 151°9 669°7 450°3 41°4 37°2 9°5 8-1 13-2 | 112°6 2 
JULY «+ | 163°3 701-1 452-7 41-0 41-1 9°5 8-1 | 13-1 69°6 | 5 
AUGUST 133-5 704-6 471°4 44-7 49°8 9°5 8-1 13-1 | 66°38 | 4 
SEPTEMBER | 134°3 712-1 471°5 46-4 54°3 9°5 8-1 12°6 | 66-9 + 
OCTOBER .. | 134°8 644-9 481-5 71°3 58-0 | 9-0 8-0 10-9 63-7 4. 
NOVEMBER 135°7 562-8 520°5 73°4 70-7 | 9-0 9°5 11:7 | 56-0 4 
DECEMBER 120°7 645-2 546-2 73°1 74°4 7:9 8-7 11:3 49°2 | 3 
















































circulations. 



































1932 | } 
JANUARY .. 120-7 | 613-9 554°4 72°8 73°3 | 779 | 8:5 113 | 48-2 55 
FEBRUARY 120-8 610-4 576-6 72-4 71°5 8-1 8°5 | 11°3 46-4 | 32 
MARCH 120°8 | 603-9 609-8 72-0 72°6 8-0 8°5 11-3 45-4 34 
1 The figures are taken from the 
2 Excluding a small amount held in 
8 Gold and silver holdings. 
Table II CREDIT AND CURRENCY (millions of £) 
1 2 
CLEARING BANKS BANK OF ENGLAND 
| Other Deposits Government | 4 
| Deposit Cash Advances aig Grins ay ee Notes in 
i ; 
— Bankers’ Depart- Circulation 
| Total Balances ment 
| 
1929 
JANUARY 1,809-3 198-0 956°1 | 105-0 67-6 55-1 49-8 363-9 
APRIL 1,743°2 188-5 985-8 99-0 62-6 §1°2 55°3 360-4 
JULY | 1,778-2 189-9 985-9 101°9 65-0 47°3 43-2 368-9 
OCTOBER | 1,764°5 189-2 973°7 | 101-4 63-6 72°2 31-4 360-7 
1930 } 
JANUARY .. | 1,767°5 192-0 969-1 111°8 75-5 64-9 53-5 355°8 
APRIL es | 1,712°0 187-2 968-2 101-7 65-2 57:1 60°6 359°8 i 
JULY | 1,749-0 191-2 | 950-4 107-0 70°3 52-4 49°8 365-0 
OCTOBER 1,791-0 188-7 922-3 95:9 61-0 42-2 60-6 357°2 
| 
1931 
JANUARY .. 1,835-9 194-6 907°4 97-7 64:4 48°8 51-4 351-7 
FEBRUARY... | 1,781°9 187-0 908°1 93-6 60-1 38-0 53-4 347-1 
MaRcH ee | 1,726-0 180-7 919-5 94-3 60°8 30-3 52-6 349°3 
APRIL 1,698°1 175-4 923-5 91°9 56°6 32-0 51-9 353-7 
May 1,699°8 176°3 917-9 92°4 58-1 33-3 55-5 353-9 
JUNE 1,744°4 184-3 906-6 102-3 68-7 33-2 63-8 353-9 
JULY | 1,750°3 180-7 896-7 103-1 | 69-3 36-3 56-3 358-1 
AvGusT | 1,708-3 176-9 892-4 98-5 | 59-3 50-4 50°7 357°5 
SEPTEMBER | 1,675°4 170-7 895-0 111°5 | 60°2 56-7 55-8 354-1 
OCTOBER .. | 1,687°8 172-9 894-4 120-4 68-3 56°5 53-6 356°8 
NOVEMBER.. | 1,670°1 170-1 884-6 98°8 60-2 55:1 39-4 356°3 
DECEMBER... | 1,700-2 181-1 884-0 | 166-7* 126-4* 95-3* 31-6* 364°2* 
19382 | 
JANUARY .. 1,677°1 176-9 889-3 112°5 | 74°3 45-3 49-9 345-9 
FEBRUARY .. 1,621-4 | 169°8 886-2 100-1 67-9 33-7 49-4 346°4 





s Average weekly balances, nine banks. * Average of four or five weekly returns. * The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. 
Diary,” Dec. 1928 issue.) 


(See “A Banker’s 


* Prior to November 1928, “ adjusted” total of bank-note and currency note 


* Since December, 1931, figures relate to last Wednesday in each month. 
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[NGS 07| CENTRAL BANKS? Table I—cont. 
3 OF £) l 
GERMANY ut | | | ARGENTINA 
— aussiA | POLAND | Gjyakta AUSTRIA |HUNGARY| ITALY |SWITZER-) spain | JAPAN l 
| | | Conversion | Banco de 
tal =| Abros | tice | la Nacion 
— ‘ 7 a | ii =e at ga ae = 5 
3. oP 189 14-3 7:3 4:9 | 7-2 54-6 20-5 | 101-5 108:8 | 105-2 
se Ath wo | 144 | 7:3 4-9 7-3 55-4 | 19-1 | 101-5 | 109-0 | 96-1 | 
7-6 | gg p20) 14-5 | 7:3 4°9 6:3 55°8 19-7 101-6 108-8 92-1 
8-3 7h 22 15-7 | 7-5 4:9 5-8 | 56-0 21-1 101-7 108-8 90-0 
| | 
; ap 80-2 16-1 | 7-7 4-9 5°8 56-1 23-6 101-7 | 107-3 | 87-9 1°3 
a8 | Pease | ie | 7-7 | 4-9 5:8 56-3 | 22-2 | 97-9 | 91-7 | 87:9 | 1-3 
3-8 yp 41:7 16-2 | 8-0 4:9 5°8 56-3 22-9 98:0 | 90-2 87:9 1-3 
9-6) 7p Ste 13-0 | 8-7 6-2 5:8 57-2 25-4 98-2 85:1 | 87-3 0-9 
, ap 511 13-0 | 9-4 6-2 5°8 57°38 28:4 | 96-7 85:4 | 84:5 0-3 
8-5 | 10H gr | 13-0 | 9-4 | 2 5-3 | 57-4 | 25-5 | 95-8 | 85-3 | 80-4 | 0-8 
4-7 | youp, 53°2 13-0 | 9-4 6-2 4°5 57-4 25-5 | 96-0 85-9 77°4 0-4 
6-0 | Ioup 53°3 13-1 | 9-4 6:2 4:0 57°5 25-5 | 96-1 86-6 67°5 0-3 
2-6 | yop 588 13-0 | 9-4 6-2 4:0 57°5 25-9 | 96-1 86-8 | 66-9 0-3 
9-6 | pry 587 13°3 9-4 6:2 4:0 58-1 33-4 | 96-3 | 87:3 | 64:7 0-3 
6-8 | gg oe 13-1 93 | 6-2 3-8 58-1 47-2 | 90-2 | 84-7 | 62-8 0-3 
0 | am oS 13-1 | 93 | 6-2 3-8 58-1 47-1 | 90-2 | 88-4 | 614 | 0-8 
33°7 4g (80°2 13-3 | 93 | 5:5 3-8 58-9 67-4 90-3 | 82:3 57-1 | 0:8 
56-0 | 4.3 08°5 13-7 9-4 | 5:5 3-8 60°3 86-7 89-1 | 70:3 53-6 0-2 
19-2 | gg 04°8 13-8 | 9°5 5°5 8-8 60°8 87-3 | 80-1 | 57-1 53-3 0-2 
| | | | 
; a) 64 13°38 | | 55 | 8 60-9 | 93:1 | 89-1 48-1 51-6 
8-2 | 659 67-5 | 18-8 | 10-0 5-2 3-6 | 60-9 | 97-0 | 89-1 | 43-2 
45-4 | gq. 67°6 14-0 | | 5-2 3°6 60-9 99-0 89-2 | 44-1 
| 
3 on or nearest the first of the month. 
oe ees . Banking Department. 
gs. 
Table III GOLD MOVEMENTS 
— | erences UNITED KINGDOM UNITED STATES 
| Net | | Net | Net 'TPU 
ry | Influx (+) Imports Exports | aes (+) | Imports Exports impeots (+) on tai per 
culation \prreneai Exports (—) | Exports (—) — 
_£ millions £ millions | £ millions | £ millions $ millions $ millions $ millions £ millions 
| a # 8 ne 
SI 1929 | 
JaNUARY ..| — ‘2 2°4 ‘7 | —83 | 48-6 1-4 +47°2 3-7 
63-9 APRIL + 4-7 3°3 8 + 2:5 | 24-7 1:6 +23-1 8-7 
60-4 JULY —14-3 4:6 20°6 —16:0 35-5 8 +384-7 3-8 
68-9 OcTOBER + 1:3 59 | 5:5 + 4 | 21-8 3-8 +1756 | 3:8 
60°7 
1930 | 
JANUARY ..| + 4:0 86 | 83 | + 5:3 12°9 8-9 + 4:0 3°8 
55-8 APRIL + 66 8°8 3:0 + 5:8 65°8 0-1 +65°7 3-7 
59-8 JULY — 3:8 5-1 8:3 —3-2 | 21-9 42-5 | —20°6 3-9 
65-0 | | OCTOBER + 4:8 9:3 71 «| +22 35°6 9°3 +26°3 3-9 
57°2 | DECEMBER.. | — 8-0 8-9 16-1 | — 7-2 32:8 — | +82-8 3-9 
1931 | 
JANUARY ..| — 7:5 7:3 16-2 | —8-9 | 84-4 _ +344 | 3-9 
151-7 FEBRUARY .. + 0°6 6-4 5-9 + 0°5 16-1 _— +16-1 | 3-6 
347-1 MARCH + 2-5 4°7 3:4 + 1:3 | 25-7 — +25°7 | 3-9 
349-3 APRIL — 2-7 5:9 0-9 +5-0 | 49°5 _ +49°5 | 3-7 
353-7 May + 4:7 4°3 0-3 | + 4:0 50-9 0-6 +49°7 | 3-9 
353-9 JUNE + 9°8 13-8 2:6 | +112 | 63-9 — +63°9 3-8 
353-9 JULY —31-7 10-0 36-8 | —26-9 20°5 1:0 +19°5 3-9 
358-1 AUGUST ° + 1-1 8-2 13-2 — 5-0 | 687-5 peal +57°5 3-9 
357-5 SEPTEMBER.. | — 1-0 4°8 7-0 — 2-2 | 49-3 28:7 | +20°6 | 3-9 
354°1 OcroBER .. — 8°6 5:3 + 3-3 | 60-9 898-6 —337-7 4-0 
356-8 NOVEMBER... | —15-0 12-0 24:1 | —12-1 | 94-4 50 +-89°4 3-8 
356-3 DECEMBER..| — 12-5 17-1 — 46 89-5 82-7 +56°8 3-9 
364°2° | 
1932 | 
JANUARY ma | 17-1 21:5 | — 4:4 4:0 
345-9 EBRUARY -- | —_ 16°1 17°76 | —1°5 3-9 
346°4 pei 
; prior to 
Banker's 


icy note 
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Table IV MONEY }; 





LONDON 
































Discount Rates Treasury Bills 
, | Day to | 
Week ending Bank Rate ie | Bank Bills | Fine. Trade | weekly Tender pare pe 
} Loan Rate 3 months 3 Ln Rate Offered Applied for 
Per cent. Per cent. Percent. | Fer cent. } Per cent. £ millions £ millions 
1931 £s. d. 
NOVEMBER 7 6 43 | 53) | 63 510 8-47 40 55-3 
os 14 6 433 523 | 63 | 510 0°35 40 59-2 
“ 21 6 5 52 6} 5 11 11-03 45 60°6 
- 28 6 5 5tz 62 5611 6-27 45 53-2 
DECEMBER 5 6 4s 5 62 5 12 0-76 45 49°7 
11* 6 a 55 6} 612 2-91 40 45-9 
‘ 6 43 5% 63 513 1-65 40 42-4 
6 4 5g | 62 510 2-56 40 56-1 
6 4 5}8 3 5 8 4 40 50-3 













1932 








JANUARY 8 6 44 5tg | 63 5 5 9-97 35 59°5 
be 15 6 48 5% 6} 41711: 5 30 39-5 
pa 22 6 43 5's 63 414 6°63 30 40-0 

Pi 29 6 4 5 64 4 7 6-99 30 42-8 | 
FEBRUARY 5 6 4t 5 63 4 6 1-80 30 34-2 
a 12 6 4 5k } 63 415 7 30 35-2 
=“ 19 5 34 4 | 5} 319 4:09 35 59-1 
ve 26 5 34 33 } At 3 5 5:22 40 61-6 
MARCH 4 5 2} 3 54 2 9 9°95 40 52-6 
11 4 24 25 | 44 211 5:55 45 71°5 























—— —— — 


All figures given above, except thoseof 17, 
* Since December 11, rate — gy 
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Table V FOREIGN } 5 























DAILY 
8 
NEW YORK MONTREAL PARIS BRUSSELS MILAN ZURICH MADRID 
Stok $to£ | Frto£ Belga to £ Lire to £ Fr. to Z . P*tasto£ 
1 2 

PAR OF EXCHANGE... .. Pa) | ey r2gal 35°00 92°46 25°227§ 25"2als 

1929 | 
JANUARY.. ee -»| 4°8503 4-8619 | 124-08 34-898 92-67 25-207 29-751 
APRIL . ee -. 4°8534 4-8887 | 124-21 34°950 92-70 25°215 32-928 | 
JULY ee ee «. 4°8511 4-8766 123-88 34-911 92°74 25-219 33-451 
OCTOBER. . ee --| 4°8698 4-9243 123-89 34-874 92°99 | 25-176 33-586 

} } } } 
| | 

1630 | 
JANUARY... o --| 4°8697 4-9222 | 123-91 34-947 93°05 | 25-162 37-017 
APRIL 4°8635 4°8654 124°11 34°842 92-777 25-095 38-946 
JULY oe 4°8656 4-°8622 123-67 34-810 92-879 25-044 42-2038 
OCTOBER... 4°8591 4-8535 123-85 34-845 92-804 25-020 47°141 

1931 | 
JANUARY... ee -»| 4°8551 | 4°8645 | 123-81 34°815 92-739 | 25-076 46-640 
VEBRUARY 4°8586 4°8591 | 123-04 34-845 92°807 | 25-180 47-658 
MARCH .. ee -.| 4°8584 4°8590 | 124-16 34°879 92-742 25°246 45-298 
APRIL .. ee -:| 4°8599 4°8621 124-28 34-950 92-815 25-235 47-015 
May oe -| 4°8641 4°8666 | 124-34 34°956 92-910 25-220 48-840 
JUNE 4°8649 4°8775 124-23 34-940 92-937 | 25-078 50-516 
JULY ee 4°8566 4°8729 | 123-82 34-818 92-865 | 24-994 52-018 
AUGUST .. ee 4°8576 4-8724 123-91 34°845 92°874 24-946 55-685 
SEPTEMBER oe 4°5412 4°6981 | 115°84 32-609 88-009 23-195 50-766 
OCTOBER. . ° 3-8887 4°3700 | 98-66 27-794 75°352 19+823 42°366 
NOVEMBER 3-7193 4-1767 | 94-83 26-717 | 72-173 19-095 43-182 
DECEMBER 3°3725 4-0658 85-9u 24-218 65-969 17-303 40-138 

1932 
JANUARY ee --| 8*4303 4°0377 87-11 24-689 68-017 17-582 40-809 
FEBRUARY es e-| 3°4575 3°9657 | 87-80 24-794 66-779 17-°725 44-480 





1 ‘The old parity of 25-2215 was 

* The old parity of 25-2215 wat Bban 
3 Berne until November 1929. 

4 Average Oct. 1 to Oct. 4 
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Table I[V—cont. 

| NEW YORK PARIS BERLIN AMSTERDAM a 

| | { | | 

| Market : Market | | Market _—o 
unt | Bank Rate; Discount Call Money | Bank Rate Discount Bank Rate | Discount Bank Rate | Discount 
d for Rate | te Rate Rate 

| 

} 

ions | Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. 
— = oe = aes as | 

| | } 
3 | 3} 3 i's 24 24 13} 8s | 8 3 213 
2 34 8A; 2+ 2 13% 8 8 3 132 
‘- | 3+ 2H 2¢ 24 2 8 88: 3 in 
2 34 82 24 2 2 8 8 3 1% 
= a 3 3x 24 24 2 8 8 3 1% 
| 3 3% 24 24 2 7 7 3 1 
- | 3t 3x 2+ 2+ 1% 7 7 3 2 
‘1 | ” Sts 3 24 2 7 7 3 3 
3 3: | 3h 34 2t 2t , t 3 2k 

| | 
5 34 3% 24 24 2 7 | 7 3 2 
| = | 24 2 2 7 7 3 2 
2 3 2H 24 24 2% 2 | & 3 | at 
‘8 | 3 2+ 2 24 23 7 3 3 | 9 
"2 3 | 2h 24 24 2k 7 | 6 3 2b 
“2 3$ CO 213 2+ 2+ 2¢ 7 62 3 2 
‘1 | | 3 ots 24 2+ 2s 7 | of 3 | & 
6 | 3 2h 2+ 2+ 2 7 | 6 3 lt 
“6 3 2it 23 24 2% 7 6% 3 1} 
5 3 2h 24 24 2 6 6 3 1¢ 
ept those of B tessury Bills, are averages 3 of daily rates. 
ber 11, rates are those of Friday each week. 
REIGN | | EXCH ANGES Table V—cont. 
DAILY AVERAGES 

Rip | AMSTERDAM| BERLIN PRAGUE | WARSAW |STOCKHOLM| BOMBAY | KOBE RIO DE | BUENOS 

| JANEIRO AIRES 
to£ Fl. to £ Rmk. to £ | Kronen to £ | Zloty to£ Kr. to £ d. per Rupee | d. per Yen. d. per d. per 

ta apron | ars J a ae a ‘ Milreis. Gold Peso. — 
| 12°107 20°43 164°25 | 43°32 18159 | 18 | 24°58 58997 47°619 
| 
—— oe ene eee c —| | 
751 12-091 | 20-402 163°83 | 43-313 18-138 18-06 | 22-55 5-905 47-41 
928 12-090 20°475 163°89 | 43-313 18-173 17-96 22-08 5-869 47-28 
i51 12-086 20-359 163-87 | 43-308 18-098 17-82 22-54 5-873 47°23 
586 12-098 20-397 | 164°42 | 43-418 18-141 17°87 | 23°58 5-860 46-82 
| 
| 
)17 12-102 20°387 | 164-56 43-398 18-136 17-93 24 25 5-525 45-04 
946 12-098 | 20°375 | 164-17 | 43-416 18-092 17°86 | 24-38 5-743 43°71 
203 12:093 | 20°383 | 164-06 43-382 | 18-097 17°82 | 24°39 5-368 40-50 
141 12:061 | 20°412 | 163-78 | 43-375 18-095 17-82 | 24-52 (95-119 38-49 
540 12-066 20:419 | 163-91 43-312 | 18-138 17-78 24°48 4-461 34-49 
558 12-104 20°438 164-08 43-375 18-149 17-78 24°45 4-255 35-60 
298 12-110 20-406 163°94 | 43-375 18-143 17-88 24°41 3-883 38°60 
15 12-106 20-409 164-06 43-375 18-148 17°85 | 24°41 3-618 37°68 
340 12-103 20-433 164-12 43-375 18-148 17°86 24°41 3°330 34°91 
516 12-088 20°497 164-19 43-375 18-143 17-85 24-39 3-730 34°72 
018 12-056 20-967 164-01 43-412 18-145 17-81 24-40 3°579 33°61 
B85 12-046 20-573 163-98 43°375 18-158 17°77 24°41 3-151 31-93 
766 | 11-263 19-365 153-43 | 37-458 17-501 17-77 26-19 3-162 31-81 
366 9-630 16-702 130-68 34-646 16-811 17°88 30-07 3-502 32-03 
182 9-264 15-683 125-22 32-990 17-947 18-13 31-79 3-960 37°74 
138 8-375 14-250 113-49 | 30-250 18-014 18-13 32°55 4-286 40-84 
809 8-541 | 14-484 115-75 30-690 17-867 18-13 25°27 4-290 40-08 
480 8-555 | 14-534 116-64 30-790 17-925 18-14 24-11 4-185 39-68 
| 

5-2215 we gandoned as from June 25, 1928. ; 
ones wa Bbandoned as from December 22, 1927. 
a 


to Oct. 


6 Banks closed during remainder of month. 
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Table VI BRITISH TRAD# 









| 













COAL PIG-IRON (1) STEEL (1) | 
| Exports | 7 | 
Production (including Pr - Production | Production 
| Coke) | "Blast | 
Millions of | Millionsof | — | Thousands of | Thousands of 
Tons | Tons | mont Tons | Tons 
















1929 
JANUARY .. ‘es ne - és 22-4 | 49 139 564 765 
APRIL ha ns a “a a 20-9 5-0 152 | 611 #2=+'| ~ #809 
JULY.. ee a6 a - aie 21-1 6:3 167 | 672 805 
OCTOBER “a +e én ee? 0 6-2 | 








1930 











JANUARY .. a < Pe ai 23-8 5-9 159 | 650 | 771 
APRIL ia io a in ue 19-7 4°6 151 | 620 | 696 
JULY.. a ea ne oa 54 18-7 4:9 105 486 621 
OCTOBER - = ~~ “as ae -0 5-1 









1931 


















JANUARY .. i ks Pe ae 19-2 3-6 83 337 402 
FEBRUARY .. os +s ee ee 18-9 3-8 81 | 320 486 
MARCH ee as ae a - 19°4 3-8 81 357 500 
APRIL ta os « ‘ea 7 18°6 3-6 78 | 323 397 
May .. ia oe ai oa ai 17-3 3-6 80 } 346 | 435 
JUNE.. wa - ea ek a 17°8 3-9 76 324 429 
JULY.. a oe aa ae és 17-1 3-7 70 317 429 
AUGUST a ae as << ‘ 16-1 3°5 64 276 357 
SEPTEMBER .. ae we wa = 18-0 3-9 62 | 248 400 
OCTOBER es i ~- ae we 19-7 4°3 66 284 457 
NOVEMBER .. ‘aa ae es és 18-6 3-9 70 } 296 459 
DECEMBER .. wa <a a és 19°6 3-9 70 } 331 425 





1932 















































JANUARY .. “s an a ““ 18-7 3-6 76 | 330 i 430 
FEBRUARY .. ss “a - ni 18-5 3-5 71 318 | 481 
(1) Returns issue ig, 
Table VI BRITISH TRADE AND INDUSTRY—cont. 
OVERSEAS TRADE | BANK CLEARINGS | UNEMPLOYMENT | ‘ 
| i sk ea tay, ~ ai cee 4 | Index of 
| 2 - 3 | Percent- | Numbers | Produc- 
Imports | Exports Re-exports} London Provincial! Total Compar- ageof | on Live tion 
|“ Country” | Fetat insured | Register (Quarterly) 
otal | persons 
- £ £ | £ e | «€ £ unem- | 000’s | 1924 = 100 
| millions | millions | millions | millions millions | millions millions ployed | omitted 
| | | | 
1929 | | 
JANUARY ..| 116-1 66-9 9-8 | 10-4 55 | 15-9 19-1 12-3 1,427 | 108-3 
APRIL --| 104-2 | 60-2 10-4 | 10°5 5-3 | 15-8 19-0 9:9 1,159 | 111-0 ‘ 
JULY ee 93-6 66-5 8-0 | 10:3 5-4 15-7 19-0 9-9 | 1,140 108-2 
OCTOBER ..| 110°3 | 64-6 9-1 | 10-3 5-1 15°5 18-9 10°4 1,218 114°8 
1930 : 
JANUARY ../ 101-9 | 58-3 , 8-2 | 10-4 5-0 | 15-4 9-5 | 12-6 | 1,481 | 109-6 
APRIL --| 839 | 46-9 | 7-8 | 10-4 4-7 | 15:1 | 20-3 14:6 | 1,678 | 100-9 J 
JULY ee 85-2 50-7 6-7 | 10-0 4:3 | 14:3 | 19-9 | 16:7 | 1,964 | 90-7 A 
OCTOBER ..| 90-9 | 46-9 7-2 9-6 4:0 | 18:5 | 19-9 18-7 2,200 | 92-7 ‘ 
1981 
JANUARY .. 75°6 87-6 6-0 9-9 4-2 14-2 22-1 21-5 2,614 | J 
FEBRUARY..| 63:6 | 31:8 5:9 9-1 4-1 13-2 20-7 21-7 2,628 85-1 I 
MARCH ..| 70°7 | 34-0 | 5:4 8.9 4-1 13-0 | 20-4 | 21-5 | 2,625 M 
APRIL 70-0 | 32-5 | 6-6 9°5 3-9 13-4 21-1 | 20-9 | 2,532 | A 
May 69-6 33°9 | 57 9-1 3-9 13-0 20-7 20-8 2,523 | > 80°6 M 
JUNE --| 68:6 | 20+4 6-0 8-5 3-7 12-3 | 19*8 | 21°8 | 2,629 J 
JULY ee 70°1 34-3 | 4-9 9-1 40 | 181 21-3 22-6 2,664 | v 
AUGUST 65-3 29-1 | 3-8 8-8 3-8 12-6 21-0 22-7 2,732 | > 81-1 A 
SEPTEMBER 68-3 29-8 | 3.8 8-0 3-3 11°3 18-9 22°6 | 2,807 | 5 
OcToOBER ..| 80-7 | 32-8 | 5-3 | 9-0 4:1 13-1 | 20-9 | 21-9 | 2,756 | 0 
NOVEMBER 83-2 31-9 5-0 8°8 3-9 12-7 19°8 21°4 2,656 89°5 N 
DECEMBER 77-0 82-1 5-5 | 92 4-0 13-2 20-7 20-9 2,510* D 
| H | 
1932 | | | | 
JANUARY ..| 62°3 | 31:1 5-2 | 9-6 4-2 13-8 21-7 | 22-4 | 2,728 | J 
FEBRUARY ..| 70-2 | 30-0 5-5 8:7 4-1 | 12-7 | 20-0 | 22-0 | 2,701 | 
«ae n,) Daily averages. * “ Country ” clearings at London Clearing House. * Total clearings (London 
Country ” and Provincial) adjusted, for comparative purposes, by application of Board of Trade index 
number of wholesale prices (1924 = 100). * Average of four or five weekly returns. * Reprinted by courtesy 


of the London and Cambridge Economic Service. 
* Since December, 1931, figures published monthly. 
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Board of “ 
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Juls 
11S = 10H 1915 = 100 1914 = 100 1913 = 100 19138 = 100 


1924 


JANUARY... 138-3 
APRIL 138-8 
JOLY 137-4 
OCTOBER ; 136-1 
1930 
JANUARY 131-0 
APRIL 123-7 
JULY 119-2 
OCTOBER 113-0 
1931 
JANUARY .. 106-9 
VEBRUARY . 106-2 
MARCH sa 105-9 
APRIL ae 105°7 
May - 104-4 
JUNE 4a 103-2 
JULY ica 102°% 
AUGUST ., 99-5 
SEPTEMBER 99-2 
OCTOBER .. 104-4 
NOVEMBER .. 106-4 
DECEMBER . 105°8 
1932 
JANUARY .. 105°8 
FEBRUARY . 105-3 
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National Federation of Lron and Steel Manufacturers. 
Table VII 


UNITED KINGDOM 


Cost of 

Living 

Ministry 
of Labour) 


147 
146 


wwom Orne 


ea 


eotoee Sted 


oS 


o 


~ 


COTTON 


Exports of 
Yarns 


~~ of 


Lbs. 


1 


HMDS A160 H woE8 


Sores 


COMMODITY PRICES 
GERMANY 


Wholesale 
Statis- 
tisehes 

Reichsamt 


103: 


100- 
99°: 


20S te 


Who te co 





OD he he oS 


—sImea 


2 
‘0 
“4 
3 


CPD SESE Ot he ee 


NOOO Re hoe Lob bonis 





IS 


lke So 





pHs 


bore 100 
le 
Wong 


nw 


POM COR MODI 


TAK anNaKBeId 
Seboonrntte 


Exports of 
Wool and 
Worsted 


Millions 


Cost of 
Living 
(Statis- 
tique 

Générale) 
July 

1914 = 100 


DAT 


556 


565 


m D109 Go 
OM On 


we OS Os tO 


I CSPI Oe 


= 


wom OW Oho bobo ie te 


1913 = 10 


t " 
vs OOO rH ager 


i aa 
-— NOW 


2orne 


NAAANAG UY 
Vena 


NZ 


8 


Exports of 
Wool and 
Worsted 
Tissues 

Millions of 
Sq. Yds. 


aoe 


a 


crm 


ITALY 


Wholesale 


33° 9 
“0 


Cost of 
Living 


(Jau.-July 
0, 1914 = li 





130 
129 
129 
129 


12: 
1 


Ss 
In 


* The indices, which are for the 1st of the month, are entered for the previous month to facilitate 


comparison. 
2 Gold index 





(a) Revised index 


(2 



































































84 THE BANKER 





National Provincial Bank, 
Princes Street 
By Professor A. E. Richardson 


HIS fine building now completed, takes its place 
among the financial palaces of modern London. 
The architect, the contractor and the promoters 
are to be congratulated upon their achievement, due to 
untiring skill and consummate organization. The review 
of a building demands even closer attention on the part 
of a critic than in the case of book analysis. The 
elevation of a building, it is true, provides the preface, 
but the solid substance of the work, the geometry of the 
plan, and the internal finishings require more careful 
perusal. We are accustomed to think that if Sir 
Christopher Wren’s plan for rebuilding London had been 
carried out, the changes that are inevitable in the life 
of the City would be effected with less difficulty to-day. 
This truism is gradually being recognized, especially in 
the streets that radiate from the Royal Exchange. 
Wren’s famous plan recognized the importance of the 
sites at the end of Cheapside as a civic centre. Time has 
since proved Wren’s theories to have been right. In the 
course of two centuries the great banking houses have 
taken sites in the neighbourhood of the Bank of England. 
There has grown up an enlargement of the older conven- 
tional scenery. 

Changes in London are indicative of vitality in 
national affairs; as such they are not to be regretted. 
Charles Lamb, to whom the vicinity of Cheapside 
appeared very different, wrote to Southey in 1798: 
‘| shall be very happy if you will dine or spend any time 
with me on your way through the great ugly city.”” He 
would be astonished at the changes if he could revisit 
the scenes of his perambulations. 

There is no doubt of the fact that modern Londoners 
are becoming accustomed to new impressions of height 
in City buildings. This increase of scale, together with 
the accidents of styles, narrowness of sites, and all the 
oddities that are part of the medieval legacy, combine to 
evoke ‘‘ London pride.’’ For such we may call the 
architectural expressions which are _pre-eminently 
Metropolitan. 

















The City is becoming an area of tall places, or con- 
versely, a series of narrow alleys, streets and areas, at 
the base of high buildings. This, too, has a certain 
charm; it is part of the newer mystification of modernity. 
And then, true to itself, London reflects its ancient 
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NATIONAL PROVINCIAL BANK, PRINCES STREET 


splendours in its newer architecture, as if reluctant to 

forget. Herein is the explanation of design tradition 

which from the building of the first Bank of England 

down to the present day has determined what architects 

call ‘“‘ Bank character.’”’ The greatness of the Empire, 

the ramifications of finance, the resources of commerce, 
G** 
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severally and collectively, provide the impulses which 
really decide the grandiose style for modern London. 
Viewed from the corner of Lombard Street the new 
National Provincial Bank stands bluff bowed, suggesting 
a mighty ship at anchor. The receding lines are shiplike. 
The sculptural interest at the angle suggests the figure- 
head, the embellishments are symbolical. In this building 





THE GROUND-FLOOR PLAN 


Sir edwin Cooper has subordinated the window openings 
to a classic ordonnance, and he has contrived to endow 
his building with dominance of wall surface. This in 
itself is no small accomplishment. But the success of 
the building as a whole is to be attributed to the 
masterly plan. 

To my way of thinking the image of a ship, applied 


eae 
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to this building, is not a stretch of the imagination. If 
an architect, in his elevational preface, can crystallize 
facts in such a way as to interest the man in the street, 
he has gone far towards real artistry. The choice of a 
classical theme, with its attendant selection of historic 
ornament, belongs to the personal and temperamental 
side of architectural practice. It is evident, however, 
that Sir Edwin Cooper did more than begin with a sketch 
for the exterior. The conception in embryo evidently 
began with the plan, and from the structural geometry 
of the plan the building took shape floor by floor until it 
became the embodiment of the financial organization it 
houses so well. 

The problem before the architect was to utilize every 
foot of the site, to avoid dark spots, and to give the 
building an external structural quality. Reference to 
the plan will show how this end has been arrived at. 
The base of the fan-shaped plan is at the corner facing 
the Royal Exchange. A great banking hall occupies the 
major volume of the fan, and this volume is framed by 
the pillared supports which lead right and left to the 
dual entrances. One entrance is in Mansion House 


Street, and the other in Princes Street. The main 
staircase opens en-axe from the junction of the pillared 
corridors. The Manager’s and Assistant Manager's 


rooms, and other departmental offices, are placed on 
either side of the main staircase. As the plan shows, 
the Banking Hall is top-lit from the central court. The 
master stroke of the plan is the placing of the smaller 
staff staircase, as an integral part of the structure, at a 
point where it is most needed for vertical communication. 
[t will be seen that the Banking Hall not only forms the 
nucleus of the plan, but it is in itself the dominant 
structural feature; the lesser apartments, and the stair- 
case already described, forming a frame around the hall. 
It will also be appreciated, from a study of the plan, 
that the staff staircase at the back of the hall ensures 
perfect circulation between all the floors. There is, 
however, more in the devisement of the plan than meets 
the eye at first glance. Viewed from either of the inner 
corridors, the main lines of the plan can be seen in 
perfect articulation, but there is in addition a great 
variety of perspective due to the simplicity of the 
structural statement. Below the Banking Hall there are 
the basements containing the vaults, strongrooms, boilers, 
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switchrooms, stores and engineers’ rooms. There is 
ample accommodation for a staff of messengers and 
cleaners. The Managers’ rooms, the Committee rooms 
and other private offices are placed on the upper floors. 
Whole floors are given up to clerical departments of 
great size, to be brief, every part of the building reveals 


{HE MANSION HOUSE FRONT 


the care given to practical considerations. But in 
addition there is the subject of the finishings, not merely 
the decoration, but panelling, floor coverings, and 
furniture, all of which are the outcome of architectural 
direction. 

As befitting the scale of the Banking Hall the colour 
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scheme is simple. The prevalent tone is ivory, the 
coloured Subiacco wall surfaces blending with the plaster 
ceiling. In contrast there is the dark waxed surface of 
the walnut wood panelling and the screens, the richly- 
wrought and cast-bronze metalwork, and the finely 
jointed marble floor. The architect having solved the 
problem of internal devisement in structural truth, and 
having apportioned the various departments, and apart- 
ments, to meet specified requirements, proceeded to 
develop the pictorial qualities in his own individual 
manner; in other words, to endow the structure with 





Pe, 


THE GREAT BANKING HALL 


graceful finishings. The selection of ornaments, together 
with the richness of detail, seems to suggest the quality 
of an etching by Piranesi. The building reveals that 
historical detail has been recast, modified and changed, 
until all parts have become related. It is irrelevant to 
state from whence the ornament has been derived, so 
conscious has been the study given to modifying 
traditional idioms. 

The architect is to be admired for the encouragement 
of other artists and craftsmen no less than for his respect 
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for the quality of British craftsmanship. He has provided 
work for the sculptor, carver and metal worker. His has 
been the joy of co-ordinating the work of many artist 
craftsmen, and he felt the necessity in this building of 
something more intrinsic than mere structure. As in the 
case of many of the great works of the eighteenth 
century, a civic building does afford scope for interesting 


E a om s ny 3 me 
. WARD LE aha SS 
THE PUBLIC SPACE FROM PRINCES STREET ENTRANCE 


ornament. In this brief review I have taken this 
individual point of view into consideration. 

It would be impertinent for a reviewer to single out 
minor rooms for comparison or criticism. Fashion in 
decoration is too subtle to be regarded as a criterion of 











BURROUGHS TYPEWRITER 
ACCOUNTING MACHINE 


EFFICIENT — adds and subtracts electrically . . . types full 
description . . . several records at one operation ... 
with full-width, detailed journal sheet. 

SPEEDY — easy insertion and alignment of forms . . . auto- 
matic punctuation . . . automatic tabulation to required 
printing point. . . complete date recorded automati- 
cally in any desired position. 

AUTOMATIC — computation of balances . . . signalling of 
overdrafis . . . accumulation of totals and balances 
. . . printing of totals and balances by depression of 
a single key—no copying from dials. 

FLEXIBLE—used on all Bank routine operations—from listing 
Incoming Clearings to posting Ledgers and Statements 
and taking Trial Balances. Ideal general utility 
machine for Branches. 


.... Burroughs 


information, or a 
demonstration — 
withoutobligation BURROUGHS ADDING MACHINE LIMITED 


Ma Chesham House, 136, Regent Street, London, W.1. 
anks Department. Telephone : Regent 7061 (11 lines). Branches in all principal cities. 
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permanency. The very differences of outlook in archi- 
tectural expression provide an interest which is as 
valuable as it is rare. 

Sir Edwin Cooper has contrived a_ building which 
complements its neighbours. He has carried out a 
structure from the foundations to the attic, in the heart 





ANOTHER VIEW OF THE BANKING HALL 


of the City, calling for great skill. His has been the 
guiding mind from the sinking of the caissons for the 
difficult foundations, to the minutest detail of furnishing, 
and in this he has had the unending support of the 
promoters. 





1 


£16,967,205 


PROGRESS — 
CONSISTENT PROGRESS 


The progress of the Woolwich 
Equitable Building Society is indi- 
cated by the steady increase of its 
assets. The total increases yearly 
by millions of pounds. That these 


counts showing a healthy relation- 
ship between new capital received 
and advances made on mortgage 
to borrowers, a steady and pru- 
dent increase of reserve funds 


assets are wisely and profitably em- | and liquid assets and a gratifying 


ployed earning dividends for the 
Society’s shareholders is proved by 
successive balance sheets and ac- 


| 


steadiness of the Society’s in- 
come despite the recent difficult 
times. 


WOO ILW ICH 
EQUINTAIBILIE 


BUILDING SOCIETY 


HEAD OFFICE: 
113, Powis St., Woolwich, S.E.18. 


| 


CITY OFFICE : 
27, Queen Victoria St., E.C.4. 


STRAND OFFICE: Bush House, Aldwych, W.C.2. 
And Branches and Agencies throughout the Kingdom. 
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There are many different solutions to every architec- 
tural problem. Some architects would have pinned their 
faith to an exterior having plain walls and many windows, 
others would have set out the elevation with horizontal 
lines. Yet others would have adopted the astylar 
treatment of the Florentine and Roman palaces. A 
different school of thought would have favoured the 
omission of ornament. It is doubtful whether a finer 
solution to the problem could have been schemed. 

As a reviewer of a building which fulfills its purpose as 
a banking institution I have aimed at a just appreciation 
of its qualities. 


A DIRECTOR’S ROOM 


The scientific art of architecture has no finality, 
intelligent evolution is a surer basis under specific circum- 
stances, as in the case of a bank, than would be the case 
in a factory or a building erected for speculative purposes. 
Sir Edwin Cooper has viewed this problem as belonging 
to the traditional aspect of London City. He believes 
in adherence to tradition, and he has pursued his creed 
with intuitive consistency. His viewpoint is attached 
to the attributes of graceful architecture. His work 
embodies the qualities of painting and sculpture. And 
this observance of tradition is shared by many of his 
distinguished colleagues. 





